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stage. From our base in Hong Kong,
mainland China, building on our
portfolio of properties in prime
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{restated)
HBEEETHT in HXS miition 2006 2005
xR Turnover
mEAE Property lezsing 2678 2422
MEHE Property sales 1,063 4533
E b Total turnover 3,741 6,955
BRELER Net profit attributable to shareholders 4,403 6,813
BE Dividends 1,300 1,843
SHEH Per share data
&H Earnings 119.2¢ 1939¢
28 Dividends
o 8 Interim 13¢ 13¢
FH Final 38¢ 37¢
agt Total 51¢ 50¢
RESR Net assets $11.9 $11.2
B Shareholders’ equity 43,246 40,288
AfEEE) Gearing ratio (Note 1) 9% 7%
MBHE Pay-out ratio 43% 26%
S IV B G Lo L RS
(3}
{restated)
HEEEETST i HKS million 2006 2005
Exq Turnover
DRER Property leasing 2,678 2432
MERE Property sales 1,063 4533
BEEas Total turnover 3,741 6,955
REBESF Net profit attributable to shareholders 1,627 2516
RE Dividends 1,900 1843
SREH Per share data
&7 Eamings 24.1¢ 716¢
i) Dividends
Lk Interim 13¢ 13¢
A Final 38¢ 37¢
5 Total 51¢ 50¢
ARERA Net assets $12.5 $11.7
BE&EH Shareholders’ equity 45,563 42,073
ARE(KE) Gearing ratio (Note 1} 9% 7%
EEL®E Pay-out ratio 116% 70%
BiaE

AR RFNRSRE R OE L RUARRITRR  FARBRBARGER RS RS ERENDERRES R L ERIES -
2 AMESALMMEALNEE LU AR KRB E DR s AT AR RS MR RAGTS -

Notes

1. Gearing ratio represents net debt over equity plus net debt, Net debt represents bank loans, floating rate notes and finance lease obligations, less cash and
deposits with banks. Equity comprises shareholders’ equity and minority interests,

2. To facilitate better understanding of the Group's operational results, the underlying results are presented by excluding the effect of changes in fair value of
investment properties and their related deferred tax.
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Share price up 21% to HKS$13.90 per share while market
capitalisation increased 23% to HK$51,871 million

Profits from property leasing up 12% to
HK$2,058.7 million

Profits from Shanghai lease properties up 33%
to HK$555.1 million while Hong Kong up 6% to
HK5$1,503.6 million

Over 300 units of AquaMarine sold at an average price
of HK$4,800 psf

Final dividend increased 3% to HK38 cents per share
Strong cash flow with low 9% gearing ratio

Five-year syndicated revolving loan of HK$6 billion
arranged with a record low cost of funds

tncrease in fair value of investment properties
amounted to HK$3,438.2 million

Hang Lung Properties Limited Annual Report 2005/06 5




Chairman’s Statement
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Simply put, we aim to secure land within the
three years of 2005, 2006 and 2007 to build

10 to 12 sizable commercial complexes in several
cities. With each project defined as investing
HKS2 to $2.5 billion, the total investment would
entail HKS25-30 billion. | am pleased to report that

significant progress has been made.

Hang Lung Properties Limited Annual Report 2005/06 7
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Results and Dividend

Turnaver for the fiscal year ended 30 June 2006

decreased by 46 2% to HK$3,740.6 million while net

profit attributable to shareholders fell by 35.4% to
HK$4,402.6 million. Earnings per share was 119.2 cents,
representing a drop of 38.5% from the year before,

When excluding the revaluation gain and its corresponding
deferred tax, the underlying net profit retreated by 35.3%
from HK52,515.7 million to HKS1,627.0 million, and the
underlying earnings per share by 38.4% to 44.1 cents.

A final dividend of 38 cents per share is recommended by the Board
whichtis 2.7% higher than last year. If approved, total dividends for
the full year will be 51 cents per share, an increase of 2% compared to

that of the last fiscal year.

Business Review

Strategic Initiatives

A year ago, | wrote extensively on the reasons far expanding
investments in mainland China and the strategy for it. Simply put,

we aim 1o secure land within the three years of 2005, 2006 and 2007
0 build 10 10 12 sizable commercial complexes in several cities.
With each project defined as investing HK$2 to $2.5 billion, the total
investment would entail HK$25-30 biltion. | am pleased to report that

significant progress has been made.

To refresh shareholders’ memory, after almost two years of labor,
we landed our first project outside of Shanghai in Tianjin in
January 2005. As anticipated last year, we signed up a second
piece in September 2005. Situated on Zhongjie Road in Shenyang,
we will build on the 3.5 hectare site a five-storey shopping mall

of almost 120,000 square meters. Completion will take about

4 years after land possession which should come within this year,
Zhongjie Road is said to be the first pedestrian shopping street

in the whole of China and is one of the two best existing
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commercial districts in Shenyang. As capital of the highly
industrialized Liaoning Province, Shenyang is the biggest and
the most economically dynamic city in Northeast China.

Our mall design is as spectacular as the one in Tianjin and
our two existing ones in Shanghal. Total cost approximates

the Tianjin project which is about HK$2.5 billion.

In January this year, we entered into a preliminary agreement with
the city of Jinan, capital of Shandong Province, and later became the
sole qualified bidder for a piece of land measuring approximately &
hectares. Completion was originally planned for July once the land is
cleared. Despite a minor delay, we should conclude the transaction

within the coming few months.

As can be expected, the site is among the best located in the city.
A six-storey shopping mall is planned totaling some 150,000 square
meters, Total investment is expected to be around HKS2.5 billion.
Jinan is the commercial center of this second most populous
pravince, Shandong also has the second highest economic outpui
of all provinces, and is one of the very few that are strong in both

manufaciuring and agriculture.

Then within one week last month, we concluded preliminary
negotiations on three mere plots. None came as a surprise, for
management has been working on each of them for at least a year.
Two transactions have been made public and one of the two has

since been completed. The third will soon be announced.

The one concluded is again in Shenyang. Measuring 9.2 hectares, the
site which is historically known as ‘Doumugong’ is the biggest we
have 50 far acquired on the mainland. Land cost is about HK$870
million so unit price is rather favorable. Total project cost is estimated
at HX58 billion. Once again, the location could not be better - it abuts
the southerm edge of the city's central piazza. To the west of the square
is the municipal government's head office; to the north is Shenyang's
only cluster of high rise offices; and to the east is the city's theatre and

concert hall. Given the size, we can create a multi-purpose complex

Hang Lung Properties Limited Annual Report 2005/06
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comprising a shopping mall, office towers, hotels and perhaps a few
blocks of high-rise luxury apartments. This Is simifar to cur highly

successful The Grand Gateway development in Shangha.

The second project announced last month is in Changsha, capital

of Hunan Province. The location must be considered one of the very
bestin the city. Once the transaction is completed, a commercial
complex totaling 500,000 square meters will be canstructed and will
have as its centerpiece a shopping center. The site is approximately 7

hectares and total investment should be around HKS4 billion,

Not counting Jinan and Changsha, we now have five projects — one

in Tianjin, another on Zhongjie Road in Shenyang, plus Doumugong
afso in Shenyang which due to its investment size, is counted as three.
If we include the cne in Jinan, the ‘two’ [again by virtue of the dollar
amount) in Changsha and the soon to be announced project, we will

have nine.

As | have previously written, city selection is one of the critical
decisions that will determine whether we will in the coming decades
win or win big. Upon careful consideration, we have decided to
concentrate on fewer cities. Stifl targeting about twelve projects
outside of Shanghai, we will put them in 8 or 9 cities instead of strictly

one per city.

The reason is primaiily a pragmatic one. Our industry on the mainland
is highly relationship-intensive. Rules and regulations are at times
unclear and management has to work closely with municipal leaders
to clarify them. This is true before land purchase as well as during

the developmental process. Negaotiations with different levels of
government on all too many issues take an enormaus amaount of tme
and effort. So if we determine that a city is economically vibrant, then
it makes sense to do multiple projects. Shanghai and Shenyang are

two such cases,
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Shopping centers wili remain our primary product type. We may
supplement them with office towers, hotels and luxury residential
blocks. Similar to The Grand Gateway in Shanghai, such jarge
developments are typically phased. Almost always a mall will be
built first and the rest later as the market matures. it is, | suppose,
a way of land banking. When we started constructing the two
Shanghai projects around 1994 and 1995, there were almost no
class-A offices in the entire city. The situation has obviously
changed. By the time our first tower was completed, it was
renting briskly and at attractive rates. | anticipate a similar course
of development in certain cities although reaping the same
bonanza as we did in Shanghai is perhaps unrealistic, Land

prices today in the other cities are, however, much less than those
we had paid for Plaza 66 and The Grand Gateway in Shanghai some

thirteen years ago.

Last year | wrote extensively on why we decided to expand in

the mainland and our strategy in general terms; here | will devote
space to how we execute. After deciding on the type of products to
specialize in, namely comrmercial complexes for rent centering on a

shopping mall, the next critical decision is city selection.

China’s economic apening started along the southern coast between
Hong Kong and Shanghai. Many of those cities are already rather
prosperous and our locating the first two mainland projects in
Shanghai was altogether a correct decision. As noted last year, outside
of Hong Kong, Shanghai and Beijing are still the most economically
vibrant cities in China, However it is now almost impaossible to find
top located large tracts in these metropolises. Site clearance is also
extremely difficult. Perhaps surprising to some, the least of my worries
is the apparent high prices — what seems expensive today will look

cheap tomorrow given these cities’ extracrdinary growth.

Hang Lung Properties Limited Annual Report 2005/06 17
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Consequently, we have little choice but to go 1o other coastal
locations. The preliminary agreement signed with the city that will be
announced soon is one of them. Your management will search for

more projects in similar municipalities.

A coastal city that has one cf the country's biggest sezports is Tianjin,
Itis aiso the geographic center of the Bohai Economic Rim (BER)
which the central government has of late strongly promoted.

With the Pearl River Delta (PRD) and Yangtze River Delta (YRD)
already rather developed, BER which has an average per capita
income less than half of the other two areas must catch up. Beijing

is apparently determined to do exactly that and Tianjin will no doubt

greatly benefit.

In this regard, a recent news item deserves special mention. The

State Council of China has issued a paper specifically defining the
relative positioning of Beijing and Tianjin, two megalopolises a little
over 100 kilometers apart. Whereas the capital will continue to be an
international city which is also a political and cultural center, Tianjin
alone is planned to become the 'sconomic center of the North.' There
are obviously practical considerations behind this decision such as
the paorts in Tianjin and intractable taffic congestion in Beijing. With
more than three times as many automobiles in the capital as in either
Shanghai or Hong Kong and growing at an alarming rate, certain
separation of political and economic functions becomes prudent. This

validates our earlier decision 1o enter the Tianjin market.

Another region which the government is keen to develop is the
Northezst. Rich in natural resources and historically the country's
{oremost manufacturing center, it has fallen on hard times since

the 1970's. Although things have picked up somewhat after the
country opened up some 25 years ago, it lacked central governmeant
support and lagged benind the PRD and later the YRD. Foreign
direct investment for example fell far behind those two areas. A

few years ago, the central government began to premote ‘Revive
the Old Industrial Base of the Northeast,” a slogan now known to all
in the country. The economic center of the region is undoubtedly

Shenyang followed by Harbin, Dalian and Changchun,
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Confirmation of Shenyang's consurmnption power carme somewhat
as a surprise. Both fortuitously as well as through research, we

have learned that sales of luxury goods per unit of shop space

can actually be higher than those in Shanghai or Beijing. Of course
there are less of these outlets in the Northeast but fast income
growth prevalent in the South has begun to take place in cities

like Shenyang, Moreover, historically people from the North are

far more willing to spend whatever money they may have. As such,
we are convinced that we should be there, hence the two projects
of Zhongjie Read and Doumugong. We are also studying other cities

in the region.

Chinese leaders have long recognized the need to close the wealth
gap between the coast and the inland. While advecating that some
Chinese must get rich first, Mr. Deng Xiaoping as the master architect
of the country’s economic reforms scught to raise the standard of
living for all 1.3 bilfion citizens. After 20 years of economic opening
mostly along the coast, the late 1990's saw the beginning of efforts
10 develop the Great West. In 1997 Chongging was enlarged and
given pravincial status, reporting directly to the central government.
In 2000, the first Western Forum of China was held in Chengdu,
capital of Sichuan Province and | was ane of the opening speakers.

A year later, the event moved to Xian, capital of Shaanxi Province.
These choices of cities by Beijing speak clearly of the foci of the push

to develop the West.

We have been studying these cities for years and countless trips have
heen made. So far we have not succeeded but | arm hopeful that
something may yet open up. There are two or three other interesting

cities in the region which we are also exploring.

Finally, the densely populated six provinces in South Central
China - Shanxi, Henan, Hubei, Hunan, Anhui and Jiangxi with a
total population of over 350 million — have been |sft behind
econamically not unlike the Great West. The central government
will no doubt sooner than later turn its attention to this region.
There are a few economically vibrant cities and we are working on

three including Changsha.

Hang Lung Properties Limited Annual Report 2005708 13
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A critical question everywhere is: how to make ourselves
the outside investor of choice to local governments in land
acquisitions. We da have some unique competitive advantages

in this regard.

First, we have two huge, highly visible and extracrdinarily
successful developments in Shanghai - Plaza 66 and The Grand
Gateway. They are our best marketing tools. Looking around the
entire country, municipal leaders can hardly find other developers
with projects that approach ours in quality - in terms of design,
management and profitability. Most mayors want us to duplicate

them in their cities.

secandly, zll of our designs are invariably spectacular. My belief
from day cne is that China deserves the best. One should not build
according to the mainland’s per capita income of today or according
to the prevailing sense of aesthetics. That was exactly what we did

in Shanghai in the 1990's and peaple were surprised, Now they
understand and are appreciative. One must be foresighted and build

projects for China of the 21st cantury.

Thirdly, we keep almaost all of our developments for rent. That is

a commitment which surprises municipal officials and without
exception, they like it. To be sure, we have financial considerations
for not selling — mainly, taxes are a lot lower for rental properties.
However, there are also compelling reasons for municipal

governments to prefer us,

Qur job is to make cur malls and offices highly successful -

like what we have done in Shanghai where we command the highest
rents for both product types. The superb income we enjoy will

mean more taxes to the government. Cur tenants, especially at our
shopping centers, are willing te pay us such rents because we have
created an environment where they can sell their products. The high

sales volume will also increase taxes (o the city. So everyone wins,
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At present, our two Shanghai complexes are vielding gross
returns of approximately 15% per annum on all-cost-allocated
and unleveraged bases. Not counting pessible rent appreciation,
in three years we will have a total return of over 50%. It is certainly
not an everyday event that mainland residential projects for sale
can generate those numbers. Even if they do, developers pay
taxes once and the city receives ne moere thereafter. With us,

the rental propertias are still ours after three years and will

continue to generate returns to us and taxes to the city.

Furthermore, by owning our facilities, we must maintain them

well and keep improving them to stay competitive. That will ensure
that they do not degenerate into urban eyesores. There are all too
many such failed projects everywhere and some have even become
hotbeds of social ills. Obviously municipal leaders do net like

such problems.

To executs such a rental strategy, one must be financially strong. That
we are, and city officials know it. And very few cthars (mostly Hong
Kong developers) may have that strength but they may not have the
expertise, for none have successful projects to show for it. Morsover,
management knows the risks and if comfortable with them, is not
afraid to pay and to pay promptly. That too municipal leaders like.
Consequently, as long as we are competitive in land price, we can

easily become the preferred purchaser.

Finally, our management style and corporate culture give us a distinct
advantage. Mayars of more than a few cities have told us this, We are
not a company that is the easiest to deal with. Perhaps more than any
local player and our Hong Kong competitors as well, we negotiate

all essential details before committing. Many developers like to keep
contracts vague thinking that they can gain advantages later. They
forget that their counterparty is the government which has the
ultimate say. Qur way minirizes future unpleasant surprises for both

parties, and serious municipal leaders respect us for it.
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However, unlike western style companies who only know how to

be legalistic, your management blends the best of both worlds -
rigorously protecting ourselves including through the use of the law
as in the West, while respecting Chinese culture and customs, We are
diligent and careful yet courteous, respectful, upfront and honest as
well. On the surface, Hong Kong companies should have an edge in
this regard, but to strike the right balance is much more difficult than

people think.

QOur repeated experiences in similar negotiations and in managing
mainland cemmercial complexes have taught us what to insist and
what to give. As a result, we can move with lightning speed. Serious
municipal officials appreciate it, and the land acquisition in record
time for the Doumugong project in Shenyang stands as a tesiimony

of success.

All these help make us the developer of chaice, Of course it does
not work everywhere, for if city leaders have agendas not congruent
with ours, there is nothing we can do. We will quietly walk away.

I hate to lose good cities but fortunately there are many others in

the vast country.

Operations Review

The drop in turnover and profit is due primarily to the exceptionally weak
residential market starting in the third quarter of 2005. In Septernber

last year, a government land auction generated exceptionally high land
prices. That temporarily stimulated home prices and we tock advantage
of the window to sell some 300 units of AquaMarine. Before long, the
residential market fell silent once more. Selling opportunities were not

to be seen again for the rest of the fiscal year.

The primary market was particularly affected. Activities have slowed

since the beginning of 2004 — less than 27,000 apartments were sold
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that year, not quite 16,000 units in 2005, and on'y 4,200 in the first half
of 2006. Price levels had also deteriorated in the last quarter of 2005,
It was exacerbated by repeated and increasingly deeper cuts by a few
major developers who perhaps needed to pump up their profit and
loss accounts. The result was that potential buyers became skeptical

of further price adjustments and consequently stayed away.

Successive interest rate hikes added to the pessimism. Changes

in interest spread also did not help. At the beginning of 2005,
mortgages were at prime minus 2.75%; less than twelve months
later, they stood at prime minus 2.25%. In that period, the prime
rate moved from 5% to 7.75%, meaning that mortgages more than
doubled from 2.25% to 5.50%.

There were however some positive developments, Coinciding with
the fall in primary market transactions which started in early 2004,
secondary market activities picked up guite nicely. Itis possible that
the sales of new units will follow suit. There are already some signs
of recovery, an expectaticn which is boosted by the plateauing of

interest rates.

The leasing market was much more encouraging. Cur total rental
income grew by 11% — Hong Kong properties by 5% and Shanghai
by 27%. Unit rents increased across the board. Gccupancy for the
key sectors of retail and offices in Hong Kong held steady. Residential
fell but total income actuzlly rose as we switched to higher paying
and longer staying tenants. Shanghai facilities, both shops and
offices, remain basically fully fet. Their rents accounted for 27% of the

Company's total rental revenue. That number stood at 23% a year ago.
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Prospects

When Hang Lung celebrates its 50th anniversary four years from now,
it will took substantially different from what it is today and what it has
been since its founding. We have always been a Hong Kong based
company and will remain so for the foreseeable future. However, as
new mainland projects are completed, we will also become China’s
leading commercial real estate developer, cwner and manager.

Once we complete the twelve planned projects, and together with
the two highly successful complexes in Shanghai, we should own
approximately 3 million square meters of the best commercial space

in several of the most dynamic cities around the country.

If our Shanghai experience is any indication, then the HK$30 billion

0r 50 in new investrments should yield rental profits which will easily
exceed those from Hong Kong. This unreasonably assumes ne further
new projects beyond the twelve, As long as the Chinese economy

remains steady, we should do very well.

Mareover, with shepping malls as our lead product on the mainland,
to some extent we can be viewed as a cansumer spending company
rather than as a pure property firm. Real estate is the means to tap
fast rising Chinese consumption just as a clothing cr cosmetics
manufacturer and retailer benefit from the country’s spending
explosion. | can think of few batter businesses to be in than to ride the

wave of the rising Chinese middle class.

In this regard, to be a commercial property owner has distinctive
attractions. We do not have to worry about distribution networks
like foreign retailers do. {In business matters, Hong Kong firms are
considered ‘foreign”on the mainland.) We can put our projects

in almost any city we want. We have little issue with product
obsolescence faced by manufacturers and shap owners, as long as
we design and manage our facilities well. Price competition is also

manageable if we build the right product in the best locations as we
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are doing. In the coming eight to ten years, we are building such a
franchise, and once cormpleted, it will bring as desirable a stream of

rental income as annuities.

if the prospect is so promising, why s everyone not pursuing it?

First, few people view the real estate business as needing a clearly
defined and well articulated strategy. We disagree. From our first day
in the mainland market, we have a definitive strategy which can of
course be adjusted if necessary in response to market developrents.
Phase one was to concentrate on Shanghai. That we have executed
successfully, frankly beyond our ariginal expectations. The build out of
The Grand Gateway recently and of Plaza 66 at the end of this year will

bring this phase to a close.

Initial success in Shanghai several years ago raised the question

in the minds of management: what shall we do next? Sizable
expected cash flow frorn the sales of Hong Kong residential
projects, as well as the apparent lack of new opportunities

in our home city that promise reasonable returns, contributed

to the urgency in our thinking. We began to travel the breadth

and length of the country which led to a definitive strategy.

Last year we decided to make it public in my letter to shareholders,
and | have expanded upon it in this writing, Frankly we fail to

see many Hong Kong property companies that have well

articulated plans for the mainland market.

Secondly, we are in China for the long haul. Renting properties
without selling them is quite rare on the mainland. Most local
developers need to turn their capital by selling or even

pre-selling before project completion. So far we have hardly seen any
company with our long term herizon. As noted above, it s partially
this willingness not to sell which makes us the government’s preferred

land purchaser. That means we often do not have any competitor.
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Moreover, with the fast developing stock exchanges on the mainland,
not tc mention the possibility of using the Hong Kong and/or
overseas capital markets, it is increasingly possible to monetize our
projects. We do not have such plans for the near future, but it is

always good to know that it can be done.

Thirdly, it is extremely difficult to adequately execute our strategy.
There is a lot of know-how involved from site selection to concaptual
and detail design, and from the management of government
relations to that of tenants. Perhaps surprising to some, and not
unlike manufacturing, management must be very disciplined.
mainland China is not the easiest place to do business, and the only
thing that is constant, it seems, is change. No wonder why one can
hardly name a nationwide successful real estate company especially

in commercial developments.

One of the biggest misconceptions today in China (as in

other fast developing ecorcmies) is that doing real estate
projects is easy. Perhaps it is, but doing it successfully is very
difficult. Just witness the many monstrous and practically
empty buildings in almost every major metropolis. Inasmuch
as their presence is bad for the ciiies, it does mean that at least

for now, competition is light.

Given the many necessary success factors, quality of
management becomes critical. | am gratified to report that
now we have an excellent team. With William Ko and Estella Ng
joining the board last year, | like 1o think that as a group we are
as good as any in the business. The five senior executives
complement each cther and work well together. We are
supported by many capable staff, but for the new mainland
projects, we still need te quickly beef up local management
capabilities. As mentioned last year, this is a challenge and we

are working hard at it.
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Some have asked if the recent tightening of the real estate market by
the central government has affected us. We are obvicusly following
the situation closely but so far there has been no impact on us. Beijing
is rightly reining In residential prices in a number of cities but we do

not play in that space.

To further strengthen our competitiveness, | should mention that
your management is very mindful of the need to conserve energy.
Enwironmenital friendliness is in accordance with government policies,
and just as importantly, is good business. We have all reasons to
design our new projects with conservation in mind. Energy on
average accounts for almaost 22% of the total cost of running our
commercial complexes, and we are constantly striving to lower it by

designing and managing more smartly.

Back in Hong Kong, | am again hopeful that we will sell more
residential units in the present fiscal year. In the past month or
50, the primary market seems to have picked up somewhat. With
interest rate hikes apparently approaching the end of this cycle,
there are reasons for cautious optimism. We will also lock to buy
land locally. Recently we have signed up a luxury residential site

and hope to do more.

The rental market is expected to be a repeat of the past fiscal year,
namely, rise gently in Hong Kong and sharply in Shanghai. Slated for
completion end of this year, the second office tower in Plaza 66 while
pre-leasing well, will not contribute significantly to the bottom line

until the next fiscal year.

Barring unforeseen circumstances, next year should see better results.

The main item to watch is the sales of residential units in Hong Kong.

Ronnie C. Chan

Chairman

Hong Keng, 21 August 2006
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Management Discussion and Analysis

ENEHEEERTRPLEDENRALBBRDER
The meainland China property portfolio and Hong Kong office
properties reported especially strong growth in revenues
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Significant Events

| —EZFHEENA
, September 2005

RIGBEREREHZLTEEERIIT  MrWilliam Pak Yau Ko and Ms Estella Yi Kum Ng were appainted

HF - MAELRTFRLEDEAM(EE  Executive Directors. Mr Ko is responsible for property development &

FROMNZDEFRRBBRBED - (L& project management in Hong Kong and mainland China excluding
T EREE B RITH Shanghai. Ms Ng is responsible for finance and administration.

“E2RhFENRA
September 2005

RARBEBARTFETAY
RS T—E=BOTT
ARk

Acquired a 35,000 square

metre prime lot in Shenyang
for RMB760 million.

“BESE-A
January 2006

—BEAREFZ=ZHA
March 2006

o RIS (BENER

BB AR

o DABSRE ey

L BANEEAZER
BHE

24 EEREARLR —RBH/RAEER

HERMBARTZEE - BEAZE  Signed a MOU with the Jinan municipal government for the rights to
e —iEibs LA BB Y - tender for a site earmarked for a shopping mall project .

Gala Shopping Mall, the first
shopping mall in Hong Kong
was renamed Gala Place and
positioned to appeal to younger,
aspiring people and tourists.




—EEXREARA

June 2006
- S S ARARR
HANG LUNG PROPERTIES LIMITED :. AN ARTT AT
HK$6 Billion | HEEE R HET
‘MYEAYN:‘ AT“ LO FACH.l ?@%E%ﬂ o
' Signed a HKS6

pillien Revolving
Credit Facility with
16 international
and local banks.

ZEBEREREA
June 2006
5B 58 il Liﬁﬁﬁﬁﬁiﬁi?ﬁzﬁf@ﬁiﬁﬁﬁ Conversion of all outstanding Convertible Cumulative Preference
B ZE LR BT ERERAITIR Shares completed and the listing on the Stock Exchange
" B TFEREEE ﬁf"xﬁ*ﬁﬁ(@ > withdrawn with effect from 4:00pm on 26 June 2006.
—EEXF+tA
July 2006

SESHEERARE  Signed a MOU with the city government of
FHEEERE - @E—  Furong District, Changsha on developing
ESEABEE L - ¥ an upscale shopping mali, office towers and
NEKE - RBERER  serviced apartments with a total gross floor
CRETEEAEET T area of 500,000 square metres.

SLAES

“E2E2XFNA
August 2006

FEANRENBENTREEL BAE Acquired a 92,000 square metre prime lot in Shenyang for RMB895

BT —EREANE - TY I rNmE million, which will become a large scale multi-complex development.
i ERE-BEEAGAERIER -
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Business Overview and Strategies
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Rental Revenue
For years ended 30 June
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The results for the financial year reflect the contrasting market
environments for the Group’s investment properties and
development projects,

Our investment properties all performed well, with strong growth
inrevenues. The Hong Kang office portfolio benefited particularly
from positive rent reversions and further increases in rentat rates. Our
properties in Shanghai, which focus on retail, were well supported by
rising levels of prasperity in mainland China’s majer commercial city,
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Overall, turnover declined by 46% cver the financial year 2005 to
HK33,740.6 million, however, as our property development sales in
Hong Kong were lower, pending improved market sentiment.

In accordance with HKAS 40 and HKSIC-Int 21 Financial Reporting
Standards, a revaluation surplus of HK$3,438.2 million was recorded
far the financial year on the value of the Group's investment
properties and recognised as income, together with related deferred
tax. As a result, net profit attributable to shareholders fell by 35% to
HK$4,402.6 million. Underlying profit, which excludes the effects

of the revaluation, declined by 35% to HK$1,627.0 million.
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Total Dividends per Share

For years ended 30 June

The Group's strategy is to build up a portfolio of investment
properties in prime locations that can generate rising income over
the long term, and ta gain additional revenues through developing
properties for sale to take advantage of property market cycles.

The investment portfolio is focused mainly on commercial/retail and
office properties. From our home base in Hong Kong, in 1992 we
moved into Shanghai and more recently have seized opportunities
in other key cities in mainlzand China, as levels of prosperity have
risen, Currently, properties under development are mainly our new
mainland China projects.

In ali of our businesses, we aim to maximise returns not merely
through acquiring the best locations at prudent valuations, but
enhancing the properties through paying close attention to their
use, branding, marketing and management,
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Our Investment property portiolio has
benefited from strong locations, branding,
management and marketing
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Hong Kong Property Leasing
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The strong economy continued to support the perfermance of our
investment preperties, with revenues rising 5% to HK$1,956.3 million
for the financial year. Rental levels continued to climb, albeit at a
slawer rate than in the previous finandial year, The rent reversion
cycle - the pattern of renewal for our two to three year leases — was
strongly positive. In addition, the leasing strategy was successful in
maximising the rentel yield through careful review of the building
character and tenant mix.

Given the strong demand, occupancy rates tightened further,
averaging 98% for the commercial and retail, 92% for the office and
industrial/office and 76% for the residential and apartment portfalios.
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We have the largest portfolio of ground floor retail space
in the key shopping locations of Mongkok and Causeway Bay
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No rew investment properties were developed or acquired during
the financial vear and gross floor area (gfa) remained stable at 243,000
square metres of commercial and retail, 245,000 square metres of
office and industrial/office and 79,000 square metres of residential
and apartment space.
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Hong Kong Property Leasing

EREANEZ REE D Geographical Analysis of Hong Kong Investment Properties
BEEETEHR) Bl AGEREST) BEB(ESE)
Gross Floor &rea {1000 s, m) Rental Revenue (HKS miflion) Qccupancy Rate (%)
2006 2005 2006 2005 2006 2005
#E8 Hong Kong fsland
FEEEE Central and Admiralty 50.6 506 2524 2418 9% 90
WERRET Causeway Bay and Wanchai 98.2 932 440.7 4027 93 97
B EHEHE Kornhill and Quarry Bay 1267 1267 389.2 369.] 87 90
TER-ESEN The Peak and Mid-Levels 28.2 82 120.8 1758 87 86
AEHE Hong Kong South 92 92 332 375 9 86
SEE Kowloon
Bt 5 Mongkok 102.0 1020 330.0 3115 94 95
ey Tsimshatsuf 39.7 397 97.7 819 24 9
LEAREE Ngau Tau Kok and Kwun Tong 67.1 67.] 251.6 2528 98 99
RYOHBRER Cheung Sha Wan and Kwai Chung 45.2 452 40.7 417 90 93
L%@ it Total 566.9 566.9 1,956.3 18548 92 %4
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Commerical and Retail

In the retail segment, domestic spending together with inbound
tourism, especially from mainfand China, increased the demand for
well-managed, well-located properties.

The Group has been ideally placed to take advantage of these
market trends. Not only do we have properties in those districts

of Hong Kong that enjoy the highest shopping traffic, but we enjoy
more ground floar space than any cther owner in the key districts

of Causeway Bay and Mongkok. Since ground floor rents are typically
in the region of four times thase of third floor rental levels, the
magnitude of this advantage is clear.

During the year, we continued to build an this advantage through
the rebranding and renovation process that has become a hallmark
of our approach, and which has helped maximise rentals by
increasing shopper traffic,

Strategies on Brand, Theme and Tenant Mix

The strategy of revitalising our portfolio through creating brands and
themes attuned to changes in the market has been at the core of our
SUCCesS in recent years.
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During the financial year, we built upon this success through

a number of new initiatives. In March 2006 Gala Shopping Mall

in Mongkok was renamed Gala Place and positioned to appeal

10 younger, aspiring people and tourists. The tenant mix changed
accordingly, with the former family oriented fast food and retail
outlets increasingly making way for more up market, international
brands such as Starbucks and California Pizza Kitchen. This follows
similar previous successes, such as Hanford House in Tsimshatsui
that in Novermnber 2005 was rebranded Hanford Fashion, marking it
the premier location for wholesale fashion autlets, which is a popular
draw for locals and tourists alike.

In addition, Amoy Plaza's six unigue theme zones have been another
example of this successful strategy and following a review of the
theme mix, will undergo major refurbishment in financial year 2007 in
response to the changing needs of our customers,
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Hong Kong Property Leasing

RAREAR Enhanced Use of Floor Space
FITEmRS RENERARFLER  Alongside branding, the Group is able to offer to tenants unigue
R HIBE - environments for thelr shops,

ETERNBSRZEEHANEEEY  The major brand names are increasingly keen to create double deck
BERE  AEAMERHEERETENRE  flagship stores that enable them to create a more spacious and
WERIE R 5s RIBES] H o welcoming environment for customers, with more brand impact.

ERRBEREEEEEHE  WEWSA  Ourportfolio s unique in the market in being able to offer such prime
BRAME - A MBERESQNTBIE  locations and the adidas store at Fashion Walk in Causeway Bay is the
(adidas) EAFEE - KB TEM KN |atest example. Others are planned including Gas and agnés b.
HE - W GasHlagneés b 77 5 s 5 5 -
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Innovative Marketing and Promotion

An effective marketing strategy in suppert of tenants is important
to any retail property, and the Group has therefore concentrated its
efforts on innovative campaigns that provide sustained support to
our properties and brands,

Between April and June 2006, the first of its kind a free parking
promotion, whereby shoppers were able to park free depending on
the numbers of their licence plates, attracted a high level of customer
interest.

During the financial year, we zlso worked o prepare for a ‘Music

at The Peak’ promaotion campaign at The Peak Galleria which was
launched in July 2006 and will run through a period of time with an
aim to provide a relaxed environment for people who visit The Peak
Galleria. Combining performances from Chinese and Western musical
tradition at The Peak Galleria, our property on Hong Kong's landmark
Victoria Peak, it aims to redefine the shopping experience for visitors,

In crder to promote food and beverage outlets in our Mongkok
propertias, One Grand Tower, Two Grand Tower, Gala Place and
Hollywood Plaza, we have organised and worked with our tenants to
organise a late night dining premation in the radio and print media.
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Hong Kong Property Leasing
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Office and Industrial/Office

Strong demand for office space supported a good performance from
the Group's portfolio of effices. Qur office properties locared in the
prime Central district of Hong Keng benefited particularly as financial
services and other firms continued to expand their operations, while
supply remained lirmited.

Standard Chartered Bank Building, our Grade A property saw rental
levels rise by 10% over those achieved in the previous financial year.
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The cffice portfolio benefited frem the Group's attention to
tenant mix and theming. Our specially developed theme flaors

in One Grand Tower and Hang Lung Centre include those for
education, medical, beauty, travel, fashion and wholesale. During
the financial year, revenue from One Grand Tower increased by 39%
while Hang Lung Centre by 8% with occupancy reached 95% and
G3% respectively.

Residential and Apartment

The Summit, a luxury double duplex residential property in
Mid-levels on Hong Keng Island, with its views over the Central skyline
and deluxe facilities, continued to attract high quality corporate and
consular tenants. Rental income rose 3% during the financial year.

Grand Plaza Apartments in Quarry Bay with a private leisure
area named The Third Place’ which provides a comfortable
environment for our tenants, saw rental income rose by 6% and
occupancy reached 68%.
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Segmental Analysis of Hong Kong Investment Properties

HeEWAEREERT) BHR(ERE)
Rental Revenue (HKS million) Qccupancy Rzte (%)
2006 2005 2006 2005
BiGREH Commercial and Retail 1,131.9 10803 98 98
BTYERTE/ETE Office and Industrial/Office 518.0 4718 92 62
EEREM Residential and Apartment 2235 2157 76 87
EFBiR Car Parks 82.9 870 N/A N/A
i Total 1,956.3 18548 92 04
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Hong Kong Property Development and Sales
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In contrast with the previous financial year, sentiment in the
EHEXEGHRES -

residential market weakened in the financial year 2006. At the

beginning of the financial year, the prime rate in Hong Kong stood at

6.5% but rose subsiantially during the period. While the affordability

level remained reasonable throughout the year at the range of 30% to

35%, uncertainty over future rises in rates dampened the appetite for
purchasing.
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This was especially true in the luxury segment, where prices had
rebounded much more sharply from the lows of 2003 10 attain,

in many cases, the record levels seen in 1997. With the cost to helding
properties back in anticipation of firmer prices minimal, and given

the Group's low gearing level, we were well placed to manage this
situation,
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Hong Kong Properiy Development and Sales
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Over 300 units were sold at an average

price of HK$4,800 per square foot, not only a
premium over other properties in the district
but higher than the previous financial year

Accordingly, whereas in the financial year 2005, the Group had
sold some 73,000 square metres gfa, for the financial year 2006
cnly 21,000 square metres gfa were sold, with the focus on less
expensive mass residential properties. As a result, revenue from
property sales fell by 77% to HK$1,062.4 million.

The majority of sales came from AquaMarine in the West Kowloon
reclamation area. Qver 300 units were sold at an average price of
HK$4,800 per square foot, not only a pramium aver other properties
in the district but higher than the previous financial year.

Hang Kong has seen no significant tender activity since September
2005 and hence during the financial year 2006 there was no change
in the Group's land bank, which comprises entirely the remaining
3,200 units of 282,000 square metres gfa in its four already completed
developments at 30 June 2006,
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Mainland China Operations

AEHEMRELESH  RNRRTEAR  The Group has successfully leveraged its experience in Hong Kong to
WG - REERHTEA - HERAE  develop business in mainland China, which is now a highly dynamic
BET— =8k - part of our operations,

MBEREN BEERMBE - MMM LS During the financial year, rentals continued to remain fitm and
MEZENERFES 2 —F Wit - Y& our Shanghai properties remained 100% let. As a result, revenues
ANEMEFZZ_ T+ EBBLEZF—  increased by 279% to HK$721.9 million, representing 19% of total
BATBRE EEERQUATSFZHAY  Group revenues and 27% of the Group's revenues from investment

REHREMERATSZ —++ - properties,

EERBHELRE

HATENBTISDRRERTE - B@  With the market still very much in its infancy, the execution of this
EETRHATSH  BHAFHENREEUSE  strategy requires prudence in selecting sites that will retain their
BEREMATSINSwMMH L - M premium locations and in securing them at reasonable prices. We
WS MUBETOFEELENNE 12 believe our success in Shanghai during the last 14 years has given
RTHEERDT  BAMTEEREMAS  usa solid basis on which we are now expanding more aggressively
BIAMBRETN - ARMEZHF - HE  into other cities. Over the next two 1o three years we plan 16 invest
SRR —ERM EMBEREE - %9 twelve or more projects and raise the proportion of mainland China
PR R MG WA MEEY - B revenues to total Group rental revenues to over 50%.

EHBF2Z 0 HHIRE -

REZRAEE L EBEBBABER  The Group's existing portfolio, comprising Plaza 66 and The Grand
oMM BEEMIREHEAMNKE  Gateway in Shanghai saw considerable growth in revenues during

B the financial year,

.?\ N

Investing in Prime Locations

SEATRMAUEZBREREE - DIERT The strategy in mainland China is to focus on building a portfolio
EUMANSIEERET—BUEE A of high quality investment properties in the prime locations of major
FMRERTMEAS MELABER  cities, with a particular emphasis on the retail segmenit. This should
- RREAEZBARBEEES  SAET  ensure steadily rising revenue as the economy develops, income rises
AEEZHEEBEHRESEENNN - and the consumer class expands.
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Over the next two to three years we plan to
invest twelve or more projects and raise the
proportion of mainland China revenues to

BERBED 2R HKF

prOjeC’[S total Group rental revenues to over 50%
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Plaza 66 is the tallest structure in Puxi District and is located on
Nanjing Xilu, one of the city's main thoroughfares. The Grade A
office space of the first office tower is built over a large retail
podium. Qccupancy for the retaif portion remained at 100% and
income increased by 25% during the financial year. The office
portion was 100% let and rental income rose 14%.

A second office tower, which will offer 81,400 square metres of
Grade A space is currently under construction and is scheduled for
completion by the end of 2006. Pre-leasing has begun and again the
response has been extremely strong.

The Grand Gateway is a large complex above Xujiahui Station,
Shanghai's largest subway siation. The development was of a 102,000
square metre gfa shopping centre incorporating multiplex cinemas,
restaurants and leisure facilities.
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Mainland China Operations

)
/|

/
J

STt ‘-’Tf;té;“
lﬂ:::“*?‘,
r
e
PRSP

e
I

j S :::;g-'...;
DR TTISA TS

X ‘!‘)@,:'-"-.’.‘E'!{'.%Sn[l if if
T T e * ety ) ariracrsithahighedd

Rl RREEARS
EHBREABZHEERERHETA
TONRSRRALIBAEANE R
REBDTH L FREAIRRE Y -

NERANERENEFAS B NES
LN R 58 PN R

TR -EREBRESHCRNZREE
Sh o A AETTAR BT (Bvigari) - {8 (Piaget) -
Tiffany - Van Cleef & Arpels B JoyceZ Ba 38
MEE - BREESRE—FEEH S
b EEMGROEBAUR-FT LT
BB — BT EFE) HUE -

BEE BB Hugo Boss + Paul & Shark - i
B E (Versace) R DENY & BB SR AL B 57 7R
F BLERXAESNTEKEARETR
BHER  FomBMnE S kFENEH
k-

e
FMEZFEHAL SR _EFTRE
—REAN-BERKETE &R i
TEMOEAz fg - XREWHELR 2
—EAQBB—THBANET - SEED
EABELE TR -BECEEBETR
BEGROEO®E -

EEEEGRLE —FYH/FREEH

Fratigotshoppesyin)
Snanghal

Attracting Top Quality Tenants

The high occupancy and rental levels achieved at the office properties
testify 1o the very sirong demand for these top guality developments
from multinational lessees, many of whom have taken several floors
of the space.

We continued to work to maximise returns through refining the
tenant mix 1o boost rental revenue,

At Plaza 66, in addition to the many existing world famous hrands,
a number of flagship stores were added during the year including
Bvlgari, Piaget, Tiffany, Van Cleel & Arpels and Joyce. in order 10 raise
the mall's image and further strengthen its market positioning, a
special “luxury watch floor’ is planned to open in 2007

The Grand Gateway is catering o the lifestyle aspirations of
Shanghai's burgeoning middle class. The new tenant mix resulted

in a very significant rise in achieved rental levels. Several new brands
joined the roster of leading names, including Hugo Boss, Paul & Shark,
Versace and DKENY,

New Projects

As reported in our last annual report, the Group acquired 4.4 hectares
of land in January 2005 at a prime site in Tianjin, the city of over 10
million inhahitants near Beijing, and plans for a 150,000 square

metre gfa retail development are being drawn up.
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In September 2005, we acquired a 3.5 hectare site on Zhongjie Road
in Shenhe District, Shenyang, a city of 7 million people that is the
capital of China's northeasiern Liacning province. The siteis alsoin a
prime commercial location, near the imperial palace and again, is now
being prepared for the censtruction of a 120,000 square metre gfz
five-storey world-class shopping centre.

Recognising the streng potential offered by Shenyang, which has
seen robust economic growth in recent years, subsequent 1o the
financial year end in August we acquired a second site of 9.2 hectares
near City Plaza along Qingnian Street, also in Shenhe District, the
‘Golden Corridor that is part of the city's urban renewal area. The site
will be developed into a large scale multi-complex, including a luxury
branded shopping mall, office towers, 6-star hotels and serviced
apartments with a total of 20,000 square metras gfa.

In Jinan, in January 2006, a Memorandum of Understanding (MOU)
was signed with the municipal government regarding a 6.4 hectare
plot near the scenic spots of Daming Lake and Qianfo Mountain.
Jinan, the 6 million people strong capital city of Shandong province,
has the second highest GDP in China. Qur intention is 1o construct
a six-storey shopping centre of 150,000 sguare metres gfa.

In July 2006, another MOU was signed with the city government of
Fureng District in Changsha, Hunan province. The aim is to develop
on a 7 hectare site, a complex comprising an upscale shopping
centre, office towers and serviced apantments of 500,000 square
metres gfa.

The Group has been actively pursuing other opportunities across
mainland China.

FEARRENERRRTNEZ Geographical Analysis of Mainland China Investment Properties
1R tth 3 A B AT and Properties Under Development
ZREEG(TTHHR) HeUwAREEER) HEEBS%)
Total Gross Froor Area {000 sg.m) Rental Revenue (HKS milion) Occupancy Rate (55)
2006 2005 2006 2005 2006 2005
+5 Shanghai
HEE Xuhui District 101.9 109 322.9 2306 100 100
BEE Jing An District 2113 213 399.0 3370 100 100
313.2 3132 7219 56746 100 100
A# Tiagnjin 150.0 1500 - - - -
FE Shenyang 120.0 - - - - -
Z5 Total 583.2 463.2 1219 5676 - -
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i BERHIA Tianjin Project

During the financial year 2007, the Group expects (o continue
pursuing its strategy of enhancing its existing portfolio while
expanding aggressively in mainland China.

In Hong Kong, cur investment properties should see further gains.
Buoyed by economic growth in Hong Kong and the region, rental
rates for office, retail and residential properties continue 10 rise,
although at a moderate pace. The rent reversion cycle for our
portiolic remains positive. We will continue to unlock value through
attention to brand, theme and tenant mix.
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On the development side, much will depend on interest rates,

In the first half of calendar year 2006, only some 5,000 transactions
were recorded, below the normal take up rate. Clearly, therefore,
there is pent up demand and most observers think the market will
rebound once it is clear that the interest rate cycle in the United
States and hence Hong Kong has peaked.

in mainland China, again, strong economic growth combined with
our efforts to maximise our retail investment properties through
improved tenant mix and management suppert is expected to keep
rentals firm. The portfolio will also benefit before the end of calendar
year 2006 from the addition of a second office tower at Plaza 66.
Offering 81,400 square metres gfa of high quality space, the Office
Tower 2 already has a long waiting list of tenants and its earnings will
make a significant contribution to the second half of the financial year.

We will continue to progress our projects in Tianjin and Shenyang,
which at the earliest should be operating by 2010. We will also pursue
other opportunities in mainland China, one of the world's most
exciting markets.

We are well funded for expansion. In June 2006, the Group syndicated
a HKS6 billion revolving credit facility. The 5-year facility's interest rate
of HIBOR plus 23 basis points set a new benchmark for our long term
funding. It was oversubscribed at beth the underwriting and general
syndication stages, resulting in the size of the facility being increzsed
from the originat HKSS billion to HKS6 billion.

™

[ ———— —

B B8 Shenyang Project: 1,2
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Major Properties at a Glance

ERYERE
Hong Kong Property Leasing

18 B & 8 Commercial and Retail

AR

1WA WIARS S ST : T L “ 9
The Peak Galleria, The Peak . 2 | Grand Centre, Tsimshatsui A
2 £ G 3 4 2 HIF EIRITT 9 4
Queensway Plaza, Admiralty v Printing House, Central : v
3 HEN BER & ) f3 Pig BT 5 &
Fashion Walk, Causeway Bay ) Baskerville House, Central '
4 A ML — R & Wi SEEhy
One & Two Grand Tower, Mongkok ‘ Stanhope House, Quarry Bay
s 88UR HHHUS | 5 M@ @R
Kornhill Plaza, Quarry Bay Hang Lung Centre, Causeway Bay
6 1T A K§EL 6 A mmmERL
Gala Place, Mongkok Park-In Commercial Centre, Mongkok
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£ B B Residential and Apartment

1 #a0H ERE
Grand Plaza Apartments, Quarry Bay

2 Hil i
The Summit, Mid-Levels

EANXBREREE
Hong Kong Property
Development and Sales
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1 #AR BEXT

The HarbourSide, West Kowloon _ ﬂ )
2 B Bk Qi

Carmel-on-the-Hill, Ho Man Tin 2‘) Q
3 BAE BERER 3

AquaMarine, West Kawloon

4 FAE REN
The Long Beach, West Kowloon
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Major Properties at a Glance

o ;g it ) 38 1T
Mainland China Property Leasing

1 B BERG
The Grand Gateway, Shanghai

<y : : T - ol _
Kvesasstyrs. il .0 HIBE . . R 2 Ly mrmEy
N e v r o . il Plaza 66, Shanghai
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* Future Developments in Mainland China
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RF RRWH
Tianjin Project
2 Ef HERE

1

Shenyang Project

3 HAAN
Major cities
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EETEYHE

Major Group Properties

A TRBRTYE

A Major Properties Under Development

RZEBRAFEAAZTE AU30 June 2006

it 88 8 £ RBERIN
{(FAH) TERE (F7HK) BIRE REtEm AL
Total Gross Expecied
Size Area Floor Area Stage of Completion
% Location (sg.m) Main Usage {sq.m) Completion Date
R Hong Kong
EfiE Blue Pool Road, 7,850 R B it&® T@EA
PERSTATE IL5747 Pending Planning N/A
Approval
L& Shanghai
e - Plaza 66, 31,100 0 81,400 Qr2 2006
REBRREN - 1266 Nan Jing XiLu, PELE
1265% Jing An District Superstructure
Py Tianjin
TR Heping District 44377 C 150,000 FEks 2010
Planning
EE Shenyang
FiE Shenhe District 34,845 C 120,000 g A 20i0
Planning
C: B C:  Commercial
Q: T O: Office
0T2: BFEF _p O12: Office Tower 2
R: fE=® R:  Residential

FRERRON MESETI N ZEE)  LEnRYs

HEEE AR -

54  EMMAARLT ST/ BALEESR

All the above properties are wholly owned by the Gioup except Plaza 66 which the Group

holds 829 interest.




B ERAMGFEME

B Properties Completed for Sale
RoBEANENA=TE AU30June 2006

ST
FERE (E7H) FERuB H#ugA
Total Gross No. of No. of
Ficor Area Residential Carparking
BE Location Main Usage {sq.m) Units Spaces
B8 Hong Kong
BEXT The HarbourSide, R 106,805 877 614
W EEamEIT I Austin Road West,
NEARER 110808 KIL 11080
ZEEx- AquaMarine, R 32,259 488 404
A - 8 Sham Shing Road, C 22,350 12
TR ARO338E NKIL 6338
gzl Carmel-on-the-Hill, R 1,082 15 40
WE R - 9 Carmel Village Street, C 2131
NEEPLEER 111223 KIL 11122
HEE The Long Beach, R 142,150 1,329 305
FEAE & Hoi Fai Road, /o 20,200 a5
RERERINGER KL 11152

CHERGHMEE HE R FREDRER RN

C: B
R EE
0: BFM

BRESERNEEBEESIATIESR)  HENRERE

EEEAED -

* Subject 1o an agreement with the Housing Society on the sharing of the net proceeds on

property sales

C: Cormmercial
R: Residential
O: QOffice

All the above properties are wholly owned by the Group except AguaMarine which the Group

helds 90% interest.
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LEEEnR
Major Group Properties

C FEREBYE

C Major Investment Properties
RZFERFEAAZTA AL30 June 2006

BEEN(TNR)

Gross Floor Asea (sq. m)

Al1iE6-88 -
MiEE 8633

6-8 Harbour Road,
IL 3633

LREXFH miaRES IR RECEE oA
Iz/0¥8
No. of
Commercial Office and Residential and Carparking
bick ] Location Lease Expiry andRetall  Indusirial/Ofhce Aparimeni Spaces
BB Hong Kong
HREEEH Central and Admiralty
BT - #8 Hi6s: - Printing House, 2848 1,709 5,980 - -
R 3398 6 Duddell Street, IL 339
BEHEIE - 1 Duddell Street, 2848 - 9,007 - -
PR 7310% IL7310
BET - SRENE Baskerville House, 2880 1473 3379 - -
FIEEE 6448 27 Ice House Street, I 644
BITIRITAN Standard Chartered 2854 4814" 23,730 - 16
BEET4-4AR Bank Building,
SEERI0R® 4-4A Des Voeux Road Central,
AR B BR Sections AR of ML 103
SEE - Queensway Plaza, 2012 6923 - - -
2HENE 93 Queensway
HFEOEOF Causeway Bay and Wanchai
EREhL Hang Lung Centre, 2864 8613 22,161 - 126
BEEE-208 2-20 Paterson Street,
REE 5248 B 749% IL524 &1L 749
Hgtne - Causeway Bay Properties, 2842, 2864 31,072 - 7935 -
BiZHE - B Paterson Street, Houston Street, 8 2858
EHEERE - NBE - Great George Street,
RT@EE - sxiTE- Cleveland Street, Kingston Suest,
BEIER2NGE RS - Gloucesier Road, ML 231, ML 52,
AR 4691 B 4708 IL469 &IL 470
ERE - 5oa1E - Park Towers, 2060 1,101 - - 250
Rt ER8560% 1 King's Road, IL 8360
REhl - 15E8E - Shui On Centre, 15/F-28/F 2060 - 16,313 - 47
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C FEREYEE

C Major Investment Properties (Continuec)

BEER(TRK)
Gross Floor Area (sq. m)

BRERFH BiakiEg YRR EERBA Bir8H
I%/078
No. of
Commercial Office and Residential and Carparking
ik Location Lease Expiry and Retall  Industrial/Office Apariment Spaces
BURHESE Kornhill and Guarry Bay
BRI - BbE- 28 Kornhill Plaza, 2059 53080 10577 - 1069
PHEER 8565% 1-2 Kornhill Road, IL 8566
BME - Blgeg Grand Plaza Apanments, 2059" - - 35,275 -
P EE 85665 2 Kornhill Road, IL 8566
MR REETE Stanhope House, 2007 1,051 26720 - 70
WIEER 3507 734 King's Road, 1L 3507
WERFULE The Peak and Mid-Levels
WTARESS - L IEE 8% - The Pezk Galleria, 2047 12,500 - - 493
B3 118 Peak Road, RBL 3
B 28R Nos. 2&3, Garden Terrace, Block 2, 2078 & - - 558 6
BILTREBAL - 8A Old Peak Road, 2886
Faite BRBIETR 12 28508 ILB9A&IL 2850
W% AERENCR The Surmmit, 2047 - - 15,225 54
M i FE 8870% 41C Stubbs Road, IL 8870
BAoEE Hong Kong South
ARE - BOEs Burnside fstaie, 2072 - - 9212 89
7B i FR 094 9 South Bay Road, RBL 994
¥ Mongkok
BEATLE-H - Argyle Centre, Phase |, 2060 50 2300 - -
BHE683T 688 Nathan Road,
NEAMEL 2675 KIL 1262
-8 One Grand Towe, 2060 19.276 22637 - 40
BSB627-041 A5 - 627-54 1A Nathan Road,
ABEAMRI0246% KIL 10246
HMTO=H- Two Grand Tower, 2060 1629 8614 - -
WIHEOSE 625 Nathan Road,
NEEABEER 102345 KIE, 10234
BAN - Hang Tung Building, 2045" - - - 955
BE#E112-1120% - 11121128 Canton Read,
N HEER 7088 KIL G708
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Major Group Properties

C FEREMHE

C Major Investment Properties (Continued)

BEARERR)
Gross Flocr Area (sq. m)

WEERFR R =L BFER EERmE, Liitisg 542
T2/5E®R
No. i
Commercial Office and Residential and Carparking
B Location Lease Expiry and Retail industrial/Office Apartment Spaces
HAE0) Mongkek (Continued)
FEHERPL/Fay - Park-In Commercial Centre/Gala Place, 2044 5297 25,966 - 478
BT L1568 - 56 Dundas Street,
hBE el R O5908% KILG590
AFEEHERL - Hollywood Plaza, 2047 9,136 17974 - -
BHEOIOR 610 Nathan Road,
FEAIRE 110245 KIL 11024
et} Tsimshatsui
&R0 - P EHTESE Grand Centre, 2038 3688 7198 - -
NAERHER 77258 8 Humphreys Avenue,
F8026%% KIL 7725 & KIL 8026
EELET R S Hznford Fashion, 2037 2443 3897 - -
BB 2218-E5 - 221B-E Nathan Road,
NLEEPMHRER 106198 RB1325  KIL10619&KIL 8132
FEAREE Ngau Tau Kok and Kwun Tong
BRES cBmETE Amoy Plaza, 77 Ngau Tau Kok Road, 2047 44,951 - - 620
FARERICERSIT - 148285 - NIKIL 53, NKIL 1482,
2660% K 30478 NKIL 2660 & NKIL 3947
MAIZRL Amoycan Indusirial Cenire, 2047 - 6,547 - -
THEBEE 7 Ngau Tau Kok Road,
MAEMIRER 17448 NKIL 1744
BAEQES By Laguna Plaza, 2047 15619 - - 165
8 NERER6055E Chz Kwo Ling Road, NKIL 6055
RAIGRBE Cheung Sha Wan and Kwai Chung
BEAN - HibiE4768 Park Building, 2047 397 13,109 - -

HARAERI761%

476 Castle Peak Road, NKIL 1761
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C FEREBEWMFE®

C Major Investment Properties (Continued)

TMUBEEEER AT B -FARBETFEZIASNR
A AMBRAZWHEEEER -F —FREFREE

BEIW(FAR)
Gross Floor Area {sq. m)
BARRER EERBEEE BEER EEREM 4R 1=
Ig /878
No. of
Commercial Office and Residential and Carparking
o] Location L.ease Expiry and Retail Industrial/Gffice Apartment Spaces
Ray Cheung Sha Wan
R¥EF ) and Kwaj Chung (Continued)
#ied Laichikok Bay Garden, 2047 3109 - - 172
BRgiar- 142 Shops 141, 1A2, 5A, 6A & 68,
5A - 6AREBHEH - Lai King Hill Road,
AR5 E 33365 Lot 3336 of SO 4
AL - HiliE443-4519 0 Star Centre, 2047 - 28512 - 7
TR#744558 06 443-451 Castle Peak Road,
6905 AR Section A of Lot 690 in DD 445
Ls Shanghai
BERSE The Grand Gateway, 2043 101,924 - - 1,100
eREUBEIR - i Hong Qiao Lu, Xujiahui,
BREE Xuhui District
k&I - Plaza 66, 2044 51,700 78,200 - 392
MR IR 12665 1266 Nan Jing Xi Lu,
BER Jing An District
ARt RE * With an option to renew for a further term of 75 years

* The Group s now entitled to rental on 22,101 square metres of office area. The rights 1o
rental entitlement in the remaining area will revert 1o the Group in 2012
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Review of Financial Results and Position

0

Turnover

ERDIEROXBLRNCERE - §E2ELRANEY
B BRAPOAREIBOEERE - EALREORARY .
MERGAE  RAEHGEO-EHBEERGTR - HELSR
ENNARTNER -

Heng Kong rental income increased considerably due to sirong market
demand especial’y in the office segment. The Shanghai properties
continued their cutstanding performance as mainland China's econormy
continued 1o grow rapidly,

in property sales, we sold over 300 units of AquaMarine at approvimataly
54800 ps!f.

HAWA

Otherincome
EeQATROR-ZORTZE8RAZBAT0EA - RESYH
HegARERERERINELERTRAKER -

Other income comprised mainly bank interest Income of $253 million
which increased ewing (o higher cash holdings and higher interest rates,

THRA
Administrative expenses
HRAEEREARANLS BB ANE -

Admir:stratve expenses comprised mainly admenistrative staff costs and
other Corporaie expenses.

REVMEZ LA TFEEM

Increase in fair value of

investment properties
IEMBRTERERTAMRASORE  BERYRRBER
il

Following the adoption of HKAS 40 fast financial year, valuation changes
afe recognised in the income staiement.

MR

Finance costs

X HBLRABTIHERS EH -
Fingnce costs rose in Lne with the increase in market interest aies
during the yaar

60 ERBALEELT CTRE/BAZER

TERL/BEAFECUMRLS
Financial results for 2005/06
(ERE,
LB E inHKS million 2006 2005 change (%)
BEH Turnover
HEWA Rental income
& Hong Kong 195 1,854 5%
HENE Maintand China 722 568 27%
2678 2422 1%
MEHN Property sales 1063 4533 -77%
374 6,955 -46%
Hibg A Other income 317 106 19955
HEERER Direct costs and
22UH operating expenses {1388  (3505)  -60%
TEBA Administrative expenses {206) (154) 34%
RENEZ Increase in fair value of
LTES N investment properties 3,438 5403 -36%
HERA Finance costs {415} (256) 62%
Aligg Share of profits of jointly
LEET controlled entities 90 18 -24%
HE Taxation (1003}  {1,583) -37%
TEFE Profit for the year 4,574 7.084 -35%
ik Attributable to
il Shareholders 4403 6,813 -35%
FEBREHE  Minority inierests 17 271 -37%




R-ZZFERFEANAZTRAZHMEBERR

Financial position at 30 June 2006

(BB %!
B ESTHE  inHKS million 2006 2005 changs (%)
RRMR mMWWMMmeMﬁ 39,590  360%2 m%}
Hﬁ#ﬁﬂﬁﬁ Other non-current assets 3,537 2.39% 48%
T Inventories 10159 10693 -5%
BERAFHH Cash and bank se4 326 T
EitE&$AE  Other current assets 1,097 769 43%
YRR Current liabilities 1862 2319 -20%
RITAR Bank loans 8454 4114 105%
BEREH _Preferenceshares - 355 -100% |
SRR Floating rate notes 1,500 1,500 0%
BEEHEAM  Deferred tax liabilities 3,697 2910 7%
ELRMAR  Otherlong term liabilities 571 643 -11%
AEFE Net assets 44789 41,255 7%

Investment properties
HEREHATERGRANAENN JHEAERNE - A
BESTEE=TAGERT I EAEME -

A valuation gain of $3,438 million was recorded this year following

sharp growth of revenues at our leasing operations, especially in the
office seament.

HttkRBEE
Other non-current assets
REREUARLRERT T UAR L BTN SRR -

The increase in other nor-current assets reflecied the Group's strategy of
expanding its investment in manland China.

RERBITEXK
Cash and bank

BLELMAANALNERRERAZRATR .
The strong cash position will enable the Group to seize future investment
opporiunities.

BTER

Bank loans
RIBTAFAARTZANNAA AR HEEALE - A%
ARTERFEAMELERENY -

A syndicated loan of $6 bition was signed in Jure 2006 at a very
favourablz rate of HBOR plus 23 basis poinis per annum.

Preference shares
FREARRAEERERULARRRELNROT 2 BN -
MEARERBTMIETELHTBK/Z rHnacHE -

Afl preference shares were converted into ordinary shares of Hang Lung

Properties Limited during the year and kisting on the Hong Kong and
Luxernbourg stock exchanges was withdrawn.,

BB ERM

Deferred tax liabilities

EEHERmRNNEANRA AERE -
The increase in deferred tax liabifities corresponds to the increase in the
value of investment prepesties

Hang Lung Properties Limited Annual Report 2005/06 61




81 %5 [l A

Financial Review
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RBEETREXER
ZREAFAA ABEETARRER
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B ST -

ARMZAMEERBARKRER Z A2
ERE-DEZ2HUE—AACFEUR
BELH  RISFAERAZHANE
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—BRTLhEELTASREREHE  MBs%A
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RIZFBFANERAZ+H  rRlgE%
TRRIZFERE - %TRRAN-F
FAFETZE28MREEHIENGRA
RLFHAMBRAZRG - HUMEEEL
AOENTEEIF LRERAANMNS -
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Liquidity and Capital Resources

In June 2006, the Group signed a HK$6.0 bitlion syndicated loan
facility with 16 local and international banks, The facility was well
received by the financial community, and will assist in reducing costs
of funds for the Group.

The Group’s gearing ratio at balance sheat date stood at a very low
9%. Market capitalisation has been steadily rising since 1997, and as at
30 June 2006 was approximately HXS$51.9 billion.

As at 30 June 2006, undrawn banking facilities together with bank
deposits amounted to HK$14,067.6 million, comprising HK$5,983.6
million in bank deposits, HK$7,159.0 million in committed facilities
and HKS$925.0 miliion in demand facilities.

At 30 June 2006, the Group has floating rate notes amounted to
HK31.5 billion which are repayable in full in Decamber 2009 and have
no rights of conversion inte shares of the Company or any other body
corporate. The Group has no other cutstanding fixed or floating rate
notes or convertible bonds.

All outstanding convertible cumulative preference shares were
converted by June 2006 under a compulsory conversion and

44.4 million new ordinary shares were consequently issued during
the year.

KB =R
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Liquidity Ratio
AL 30 June

Hill  RUEFNABTAREARNABAGZ LS
Note: Liquidity ratio represents current assets less inventories over current (iabilities.




EXRELL R
BEAASTELEE

116%

120

e

H0¥E %

60

30

02 03 04 05

Underlying Pay-out Ratio
For years ended 30 June

BE
nERERARTAERSER=ANIN
REFEENESZ2Z - 2FEHSRR
BmEATRA—N KEFEENAD 2
S -REMBEERLTRELE  FHRHE
2ERERERBEETZR -

FRHBASFRESEAERBFRER
BrEFE - -wioHI AR NE
FHMGE  EERURRANEMESH
FAMERES - BRAFASTRBIFR
BRRARREES 2 ERANMELRA

z—-

BET 2R
EAGHMAGCHBEEZHANITIRER
T(EAMBREERN)  (FAESHE
81y B fERE THKFRSs] ) SE# FIER
—EFRELR B ziEMEy g5t
B

FEACRHE-FFRAEAAZATREE
JE 12 FHMHKAS 40RHKSICInt 21+ R
HERNBREGZDRARMELHE -

AEERTFEEMEREMHTEE
HER| - WOHKFRS 2 [REAEX ) - HKFRS 3
[#isad]  HKAS 32 &R TE - B
BF|E ] BHKAS 39 [ &I A - WRAME
T - ARSI ENHEFERERGL
RMrEBgyTRE -

06

Dividend

The Board has proposed a final dividend of 38 cents per share, which
is an increase of 3% above last year's figure. The total dividend for the
year is 51 cents, up 2% from the previous year. The Group consistently
offers one of the highest dividend yields amongst all stocks in Hong
Kong's property sector.

The Groug is continuing its policy of maintaining steady dividend
payments. This ‘smoothing out’ process aveids pegging of the
dividend to annual profits, thereby eliminating fluctuations tied 1o
the timing of property sales. This policy has allowed the Group te
consistently offer one of the highest dividend yields amongst the
Hong Kong property sector.

Accounting Standards

The Hong Kong Institute of Certified Public Accountants has issued
a number of new and revised Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards and Interpretations
{collectively, HKFRSs) which are effective for the Group's accounting
periods beginning on or after 1 July 2005,

The Group adopted in advance HKAS 40 and HKSIC-Int 21 for the year
ended 30 June 2005 where revaluation changes and related deferred
tax are recognized in the income statement.

For current year, the Group further adepted other new accounting
standards like HKFRS 2 ‘Share-based payment’, HKFRS 3 'Business
Combinations’, HKAS 32 Financial instruments: Disclosure and
Presentation’, HKAS 39 ‘Financial instruments: Recognition

and Measurement’, The effect on the net prefit attributable to
shareholders for the year is negligible.
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Risk Management
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Land Bank

The Group has developed an investment plan for mainland China
which includes strategic criteria for the selection of locations and
projects. This is based on the overall development and infrastructure
of the cities where the projects are situated, the level of support from
the local government and the land cost invalved, having regard to
the income potential of the projects concermned. Comprehensive
evaluations are made before the Group commits to any project. In
addition 1o having a professional and experienced team 10 execute
the development plan for each project, the Group's maragement
plays an active role in supervising the various stages of all projects
including the site identification and acquisition, feasibility study,
project design and implementaticn. Prompt management decisicns
are made as needed to enhance the project return.

[n Hong Kong, the Group continues to identify opportunities
prudently to expand its land bank at appropriate times by acquiring
sites through various means.

Cash Management and Funding

The cash flow of all subsidiaries is managed on a centralised basis

in order to enhance the cost-efficiency of funding. Adequate but

not excessive banking facilities, with different maturity profiles, are
arranged at the Group level to support the funding requirements of
all Group entities. New banking facilities with favourable pricing and
terms are entered into from time to time to match business growth
or to refinance existing facilities. Surplus cash is pooled for repayment
of borrewings or placing with financial institutions to achieve
econamies of scale and better rates of return.

Liquidity Risk

The Group maintains a strong liquidity position to ensure sufficient
funds are available to meet liquidity requirements at all times. The
repayment prefile of liabilities is closely monitored and scurces of
payrment are well planned in advance.

Interest Rate and Exchange Rate Risks

The Group monitors closely its interest risk exposure and interest rate
maovemnents with an aim {0 minimise the overall cost of borrowings.
Mosz of the Group's current borrowings are subject to floating
interest rates, with the exception of RMB borrowings which are

used to finance certain of the Group's mainland China operations.
The maturities of monetary assets and liabilities are distrivuted in a
way 1o minimise the repricing risk. Exchange rate risks arising from
fluctuation of exchange rates are mitigated by using local currency
funding, where appropriate, 1o match the eperating currencies.
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Use of Derivatives

It is the policy of the Group that no speculative derivative transactions
ke entered into. The Group may use derivative instrumeants solely

for financial risk management/hedging purpeses if justified by the
economic situation.

Counterparty/Credit Risk

The Group only undertakes transactions with counterparties that
represent acceptable credit risks. When deploying surplus funds,
the Group only deals with reputable counterparties such as financial
institutions having sound finances. The Group aiso manages
exposure to individual counterparties regularly to avoid undue
concentration risk.

Retail Climate and Rental Collection

The Group organises promotional events at appropriate occasions
to improve customer traffic at its retail centres. The tenant mix at
the Group's retail outlets remains under constant review, aleng

with the policies on the collection of rental and cutstanding debts.
Rental deposits are received in advance from tenants to mitigate the
paiential default risks and penalties are imposed for late payment
where appropriate. The Group takes prompt action when rentals are
in arrears 1o minimise potential losses.

Insurance and Maintenance

All investment properties are regularly reviewed and precautionary
measures are taken promptly to maintain and improve their
condition. In addition to the Group's ongoing maintenance
programme to enhance all buildings, large-scale cleaning, renovation
and facility-upgrading exercises are regularly conducted at both
residential properties and shopping malls. All investment properties
are well insured for any loss from casualties.

Operational Risk

The Group has well established internal control system to protect
against loss arising through fraud, unauthorised activities, error and
system malfunctions. Independent reviews of the internal control
systems are reqularly performed by the Internal Audit Depariment.
Information backup is performed on a regular basis and a back up site
is in place to ensure disruption to business is minimised in the case of
a contingency.
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As one of Asia’s leading property companies, the Group is deeply
involved with the communities in which it operates, and strives
to make a positive contribution through a variety of targeted
initiatives. In this regard, we have been supporting youth
development for many years. In all, the Group provided over
HKS6 million of suppart to various community and environmentai
programmes during the financial year.
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The health and prosperity of the next generation remained a major
focus for our efforts in corporate citizenship and the financial year
2006 saw our programmes provide further assistance and motivation
to younger pecple.

As a responsible corporate citizenship, we believe we have an
important role in nurturing our next generation in Hong Kong. Fvery
two years the Group sponsors the Hang Lung Mathematics Awards,
a platform to reward and recognise secondary school students

with a passion for mathematics, Administered by the Institute of
Mathematical Sciences of The Chinese University of Hong Kong, and
chaired by Professor Shing-tung Yau, this biennial competition is the
first of its kind in Asia.

This competition has successfully stimulated interest in mathematics
research, and has created an environment for students, teachers

and schools to raise the guality of mathematics in their educational
curricula. Schools are invited to form teams of up to five students
along with a supervising teacher. Each team designs and carries out
a mathematics research project, then submits a project report which
summarises the methodology, research and results. Schools are
permitted to enter more than one team,

During the financial year, the Group has been preparing for the 2006
Hang Lung Mathematics Awards. By June 2006, over 90 teams had
varticipated in the competition. The award presentation will be held
in December 2006.

In addition to sponsoring youth oriented programmes, we have
helped fund business and community related institutions to support
and foster understanding across society.
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Education is another strong area of focus. The Group Chairman
helped institute a Postgracduate Certificate in Industrial Relations

& Human Resource Management with The Hong Kong Federation

of Trade Unions, which aims to provide research and comparative
studies of industrial relations in a global basis. We also sponsored
The University of Hong Kong's 'HKU One-to-one Construction Project’
which provides valuable experience of real construction work for
students in the Department of Architecture.

Environmental protection is of increasing concern to the general
public, business and the Government. During the financial year, we
sponsored Green Fun Limited's ‘Adopt a Vintage Tree’ campaign,
helping to raise awareness of the importance of treescapes to Hong
Kong's envirenment.

As an owner and developer of properties, the Group has also been
examining its operations o see where it can best improve its
environmental management. In the development of new properties,
such as The Grand Gateway, environmental considerations have
become more integral to the design process, resulting in improved
waste management and more energy efficient design. For cur
investment properties, we have taken note of the Government’s
initiative to regulate air conditioning and have made adjustments

in common areas, while bearing in mind the need to maintain
comfortable temperatures across large and complex spaces.

We continued to promote a ‘paperless office’ by encouraging all
employees to adopt web-based applications, equipping them with
the necessary equipment and skills. We have also continued 1o
enhance our systems and develop service platforms that help simplify
work processes in daily operations. This has resulted in greater
productivity and more effective management,
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Over 300 employees and family members
visited the restored Jianfu Palace Garden
in the Forbidden City in Beijing

To sustain long-term business growth, the Group has been
commilled to building a highly dedicated and competent team to
work towards its business goals. All of the Group's employees have
striven 10 contribuie towards the Group's mission, on the basis of our
four core values of integrity, loyalty, authority and simplicity.

As at 30 June 2006, the Group employed 1,726 employees

- including 1,020 in Hong Kong and 706 in mainland China. The total
remuneration of our employees during the year was HK$276.2 million.
The Group's remuneration palicy has been based on the principle of
pay for performance, and aims 10 atiract, motivate and retain talented
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people. In addition to the contractual 13-month salary,
discretionary bonuses and salary increments are awarded to
outstanding performers.

Training for Expansion

The Group's expansion plans are ambitious and we fully recognise
the need to ensure we have the right people to execute them and
maintain momentum.

With this in mind, in August 2005 we launched a major new
Management Trainee Pregramme designed to create a cadre

of talented, well trained and loyal future managers. Each year,
graduates from local and overseas universities will be selected
to join the programme, Lasting for two years, it gives the recruits
hands on experience acress the range of departments, including
a six-rmonth secondment to our Shanghai operations. Each
participant has an individual mentor and upon successful
completion is assigned to a fast-track position. In 2006, a second
batch of graduates was recruited to the programme. Moreover,
our Shanghai office recruited management trainees to undergo
18 months' on-the-joby training with various departmenis in
Plaza 66 and The Grand Gateway.

Training is conducted largely at our dedicated 230 square metre
training centre in Central. General courses are extensive and

cover a wide range of technical and soft skills training for building
management employees. In addition to in-house training staff, the
Group regularly invites professionals such as those from legal and
insurance firms, to conduct seminars. We have also invited the ICAC
to deliver talks on professional ethics and corruption prevention te
our employees.

Training is increasingly geared towards the changing nature of the
Group's business. The development of Putonghua language skills
has increased markedly, in view not anly of our growing business
in mainland China, but of the increased need to cater for mainland
visitors to Hong Kong.

To encourage employees (o pursue further education and centinuous
learning and development, the Group has increased the amount

of annual training sponsorship for each employee. Under the
sponsorship programme, empleyees are eligible to enrol on external
training programmes, acadernic courses and for professional
examinations.
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REERAHACIE EIO S E1R Fust screening of Management Trainee Programme

Building a Strong Corporate Culture

Considerable effort has also been put into explaining the Group's
vision, mission and core values, to build a strong culture and support
business goals. In addition to formal courses, events such as the
annual company outing help foster this spirit.

Curing the financial year, the outing took over 300 employees and
farnily members to Beijing to visit the restored Jianfu Palace Garden
in the Forbidden City, a project funded by the China Heritage Fund
of which the Group's Chairman is currently the Director. To promote
team spirit and build a healthy workforce, the Group's Staff Social
Club supported numerous activities during the year, including yoga
classes, hiking, a bowling competition, lychee vailey tour and fireflies
watcning night, as well as inter-company soccer iournaments.

(B8 55 & 2 HUI¥ X G I Hang Lung Properties Limited Soccer Team inter-company soccer loumnament
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Financial Calendar

DHPHER

Interim Results announced
“EERFE-AZ=+—R8 21 February 2006

ERERHFERE
Interim Dividend paid

SEREREWE-F—RA 21 April 2006

DHEEFRR

Annual Results announced
ZEERENAZFT—B 21 August 2006

BLEMBERGAEF
Latest time to lodge transfer

ZRERE+ A=A TFNEE

HERERRBFERD
Share Register closed

(RARHREMS)
ZEERFT-ARBET—AABR
(EERABIEERN)

BRRAFRE

Annual General Meeting

(M H2MAFEE L ZBRHAFAGRE)
ZERERFtT—HAALALEFRIE
BREESE M B

BRELBAHERE
Proposed Final Dividend payable

ZEEXRFE+T-AZ+HEA

4.00pm on 3 November 2006

(for final dividend)
6 Novermnber 1o 8 November 2006
{both days inclusive}

(Details are set out in the Notice of Annual General
Meeting accompanying this Annual Report)
10:00am on 9 November 2006

at Registered Office

24 November 2006
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Corporate Governance
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The Group is a strong believer in the principle that striving to

maintain a high standard of corporate governance benefits all
stakeholders and in good for business

RGO EEGEARTE T
EFERAMEN

- FERAE
: - BHE
HEEAR VR L AR
Board and L id
Conl?ac:i:?ees : The key principles behind

good governance are:

+ Transparency
Honesty
- Integrity

BMRANEBELEERALEIE BB We attempt to instil these into the corporate culture through
ROER@MANHN - FENBIEEBE  (eadership by example, training and putting the proper control
MEERE  AMTEBMEEDRELT  stucturesin place, headed by the Board of Directors and
THIRZHST - Its various committees.

FA-EM-HAATEERRSTBEAER Throughout the year, we have complied with the cade provisions

DRNTBEFT )R EWMAE (T EM8  setoutin the Code on Corporate Governance Practices as stated in

BINKS+E (RREAFIRTEY B Appendix 14 of the Rules Governing the Listing of Securities {‘the

LTRSS - HMBETHEMADAM  Listing Rules) on The Stock Exchange of Hong Kong Limited {the

EREATA - BORTHAE - BMEARY  Stock Exchange’). We continue to review our practices from time

WEEEHREE - to time with an aim to improve the Group's corporate governance
practices so &s to meet international best practice.

AFRE-B—+=ZE£2-a=-+-HAUAB  Asummary of how we comply with the Code Provisions and

— R - RAGMALRRETEUE  Recommended Best Practices of the Code under Appendix 14 of the
STOAHZTAMY RRRSEWMRN  Listing Rules s appended at pages 113 to 121 of this Annual Report.
HTHE -
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A BEE A Directors

Al EHER A.1 The Board
HERTTFRIRPMRAEH - HBERE  Board Meetings are held at least four times a year and include two full
MRERGHUEBMAPHLENSFLE  Board Meetings to approve interim and annual results and to propose

VA J 3R 7E R HA R 2 R0 R ER AR B E interim and final dividends:

- RIERR/EAFE CEBEBBITT - five meetings of the Beard of Directors were held in 2005706,
hiEs EheF—REEELI including one held cutside Hong Kong (in Shenyang) so as to
(EFEBEMIRTHESE  ZEaRES give Directors a clearer view on the Company’s new investment in
HAQTEESHIELNMIREREE Shenyang
B A 32 AR

- SREEEEREERSHEEALS - - meetings are alse held as and when necessary to discuss significant
AIERTHS - EAREBRES MR transactions, inciuding issuance of debt securities, material
iEZH(INE) acquisitions and disposals, and connected transactions, if any

TIETH/TREFEE BEHERBEEE  Detals of Directors attendance records in 2005/06 were as follows:
BIECE IR T

EREHNE/ RRETRE
Meetings Attended/Held
2R FHERS RERFMERE BREFAS
Nomination &
Audit Rermuneration
w=E Directors Board Committee Committee AGM
BYHTHE Independent Non-Executive Directors
BinE 55.¥in 4/5 N/A N/A 11
BER Ronald 1. Arcull 375 N/A 11 0N
B2y HK Cheng 5/5 247 171 1
FREts Laura LY. Chen 4/5 1/2 1 1N
Biafz PW. Liu 4/5 22 1/ 1/1
HiTES Executive Directors
RE = Ronnie C. Chan 5/5 N/A N/A 11
RER Nalson WL. Yuen 5/5 N/A N/A /1
RIR Terry 5. Ng 5/5 22 N/A 11
5y e William PY. Ko 545 N/A N/A 141
ni% Estella YK. Mg 5/5 272 N/A 11

HEERYUREIEFLAWERL £ Al Directors can give notice tc the Chairman or the Company
EZREZZHENIIAFIER - BE  Secretary if they intend to include matters in the agenda for Board
HEFREAFITEHMEL THURAM - [ Meetings. Notice will be given to Directors at least 14 days before
HEHLSEAE -EFRLECFAEEE  areqular Board Meeting. Procedure has been agreed by the Board
SRBUSZEEAZERF  EMREMMA 1o enable Directors to seek independent professional advice at the
KLRRA - Company's expense.
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All Directors have access to the advice and services of the Company
secretary who s responsible to the Board for ensuring that
procedures are foliowed and that all applicable faws and regulations
are complied with. The Company Secretary is also a source of advice
to the Chairman and to the Board on corporate governance and the
implementation of the Code on Corporate Governance Practices.
Draft and final versions of minutes of Board Meetings and meetings
of Board Committees are sent 1o all Directors or Committee members
respectively for their comments and record. All minutes of Board
Meetings and meetings of Board Committees are kept by the
Company Secretary and are open for inspection by any Director.

We have arranged appropriate insurance cover for directors’ and
officers’ liabilities in respect of legal actions against the Group's
Directors and senior management arising out of corporate activities.

c BTRR-GRE/GAFTELERF
TEXBH BTRRENDLEH
=

* Board Meetings held five {5) times in 2005/06 fexceeding
requirement of 4)
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A.2 Chairman and Chief Executive Officer

Chairman

The Chairman, Mr Ronnie C. Chan, provides leadership for the Board.
He is responsible for ensuring that Directors receive adequate
information, which must be complete and reliable, in a timely manner
and that all Directors are properly briefed on issues arising at Board
Meetings. He also ensures that:

- the Board works effectively and discharges its responsibilities;

+ allimpaortant and appropriate issues are discussed by the Board
in a timely manner;

+ good corporate governance practices and procedures are
established; and

- appropriate steps are taken to provide effective communication
with shareholders and that views of shareholders are
communicated to the Board as a whole.

The Chairman holds meetings at least annually with the Independent
Non-Executive Directors without the Executive Directors present. He
is primarily responsible for drawing up and approving the agenda

for each Board Meeling Laking into account, where appropriate, any
rnaiters propesed by the other Directors for inclusion in the agenda,
but may delegate such responsibility to the Company Secretary.
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He will encourage ail Directors to make a full and active contribution
to the Beard’s affairs and take the lead to ensure that the Board acts
in the best interests of the Company. He will facilitate the effective
contributions of Non-Executive Directors and ensure constructive
relations between Executive and Non-Executive Directors.

Managing Director (Chief Executive Officer - CEO)
Mr Nelson W.L. Yuen, the Managing Director (CEQ). The roles of the
Managing Director are separate from those of the Chairman.

The Managing Director is a member of the Executive Committee of
the Company and is responsible for:

- operating the business of the Company and implementing policies
and sirategies adopied by the Board of Directors;

- the Company’s day-to-day management in accordance with the
instructions issued by the Board;

- developing strategic operating plans that reflect the objectives and
priorities established by the Beard and maintaining the cperational
performance; and

- ensuring the adequacy of systems of financial and internal centrol
and conduct of business in conformity with applicable laws
and regulations.

The Managing Director chairs the monthly meetings of the
Company's various operational divisions. He formutates, for the
Board's approval, the management organisation and internal rules

of the Company and will recommend the appointment and dismissal
of senior executives.

c TERBFALRLTRZHATA

- BBRER(FRESE)RBRELR
TRBEE - CHRTHBRIFRHZ
BRERRR

= Mr Ronnie Chan, Chairman, provides leadership for the Board

= Mr Nelson Yuen, Managing Director {Chief Executive Officer),
is responsible for operating the business and implementing
policies and strategies adopted by the Board
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A.3 Board composition
The Board of Directors currently comprises ten persons:

- five Executive Directors, namely, Mr Rorinie C. Chan, Mr Nelson
WL Yuen, Mr Terry S. Ng, Mr William P.Y. Ko and Ms Estella Y.K. Ng;
and

- five Independent Non-Exaecutive Directors, namely, Mr 5.5.Yin,

Mr Ronald ). Arculii, Mr HEK Cheng, Ms Laura LY. Chen and

Mr PW. Liu. They possess appropriate acadernic and professional
qualifications or related financial management expertise and bring
a wide range of business and financial experience to the Board.
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TRINBALCAZEFRAREELTNEE  The following chart illustrates the composition of the Company's
3= Board of Directors as well as its corporate governance structure:

5ER RERFHEES
Board of Directors Nomination and

FETR (L) Ronnie C. Chan (Chairman) Remuneration Committee
BEBEEIEZR)" 5.5.Yin (Vice Chairman)® | BRE(ER) PW. Liu (Chairman)®
RER(HESLEE)  Nelson WL Yuen (Managing Director) - Ronald J. Arculli®
HiEE" Ronald J. Arculli® e H.K. Cheng®
shiEg” HK. Cheng® PR g G Laura LY. Chen”

R 4 4~ Laura LY. Chen*

BE PW. Liu*

RtEw Terry 5. Ng

&iaB William P.Y. Ko

h&E= Estella Y.K Ng

BEEE
Audit Committee

FMEH(EE)" HK Cheng (Chairman)®

N Laura LY. Chen”
BEpiEr PW. Liu*
HiTEES

Executive Committee

BRER(ER) Ronnie C. Chan (Chairman)

FER Nelson W.L Yuen

Riw Terry 5. Ng :

= A William P.Y. Ko ﬁ% 5

hE= Estella Y.K. Ng

*EUFERITESE  Independent Non-Executive Directar

FRRBEZEEMNBHBFNESE  Anupdated list of Directors showing their biographical details is
B RREE A maintained on our website under Frofile of Directors.

C ¥TEF(NRELNEFEFZE ¢ Half of the Directors are Independent Non-Executive Directors,
) BB AR THE (RFHEE i.e. 5 out of 10 directors {exceeding requirement of one-third)
H=pz—-52)
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A.4 Appointment, re-election and removal

In accordance with our Articles of Association, new appaintments
to the Board are subject to re-election by shareholders at the
upzoming Annual General Meeting (AGMY). In addition, one-third
of the Directors will retire from office by rotation for re-election by
shareholders at the AGM and every Director is subject to retirement
by rotation at least once every three years, The names of such
Directors eligible for re-election will be stated in the notice of AGM,
accompeanied by detailed biographies.

The Executive Directors do not have any service contract with
the Company which is not determinable within one year without
payment of compensation {other than statutory compensaticn).
Independent Non-Executive Oirectars are appointed for specific
terms, which coincide with their expected cates of retirement by
rotation at least once every three years, details as follows:

BUFHITEENE Name of Independent Non-Executive Director E4 Term of Appointment
it Ronald J. Arculli HENGFRFAS Until 2006 AGM
BEdLts Laura L.Y.Chen EENGRERE Untii 2006 AGM
BiHE PW. Liu BHENGFRFAS Until 2008 AGM
BiE HK. Cheng EENNBFAFAE Until 2008 AGM
BHE 55.Yin EEX08FEFAE Until 2008 AGM

RE-—SReEEN  ARBEESRER
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BE HERTEBUGRTERSERS
RIEEE T -

To further enhance accountability, any further appointrent of

an Independent Non-Executive Director who has served the Board
for more than nine years will be subject to a separate resolution

to be approved by shareholders. We will state in the notice of

AGM the reason why we consider the Independent Non-Fxecutive
Director continues io be independent and our recommendaticn to
shareholders to vote in favour of the re-election of such Independent
Non-Executive Director.

We have received from each of our Independent Non-Exacutive
Directars the annual confirmation of his/her independence pursuant
to Rule 3.13 of the Listing Rules and therefore we still consider the
Independent Non-Executive Directors to be independent.

- FAFZHARBBEHAYSHE  HE
FZEEEERRERE THF

s GNHEERRLG-FHEZE-X

« Qur Articles of Association already provide new appointments
to be subject to re-election by shareholders

* Every Director is subject to retirement by rotation at least once
every three years
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A.5 Responsibilities of Directors

Every newly appointed Direcior will meet with other fellow
Directors and members of senior management, and wil! receive a
comprehensive, formal and tailored induction on the first occasion
of his/her appointment, so as to ensure that he/she has a proper
understanding of the operations and business of the Company, and
that he/she is fully aware of his/her responsibilities under statue and
common law, the Listing Rules, other regulatory requirements, and
especially the governance policies of the Company. The Company
Secretary will continuously update and refresh Directors on areas
regarding their responsibilities and relevant requlations. All Directors
are required 1o disclose to the Company their offices held in public
companies or organisations and other significant commitments,

The Directors are responsible for:

+ ensuring continuity of leadership;

- development of sound business strategies;

- availability of adequate capital and managerial resources
ioimplement the business strategies adopted; and

- adequacy of systems of financial and internal controls
and conduct of business in conformity with applicable laws
and regulations.

Our Executive Director, Ms Estella Y K. Ng is our Qualified Accountant,
She is responsible for aversight of the financial reporting procedures
and internal controls of the Company and its subsidiaries and
compliance with the requirements under the Listing Rules with
regard to financial reporting and other accounting-related issues.

We have set out guidelines regarding securities transactions by
Directors under ‘transactions in the Company's shares’ in our Code of
Conduct ('the Code of Conduct’), which are on terms no less exacting
than the required standard set out in the Model Code contained

in Appendix 10 to the Listing Rules (‘the Code’). Specific enquiry

has been made te all Directors who have confirmed that they have
complied with the required standard set out in the Code and the
Code of Conduct regarding Directors’ securities transactions.

T SO EFINDEENESEFH
OB ARG RERT
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A

* Every newly appointed Director will meet with other
fellow Directors and members of senior management, and
will receive a tailored induction on the first occasion of
his/her appointment
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A.6 Supply of and access to information

Full Board or Committee papers will be sent te all Directors at least
three days before the intended date of a Board Meeting or Committee
meeting. Management has supplied the Board and its Committees
with adequate infermation and explanations so as to enable them to
make an informed assessment of the financial and other information
put before the Board and its Committees for approval. Management
is also invited to join the Board Meetings where appropriate. All the
Directors are entitled to have access to timely information in refation
to our business and make further enguiries where necessary, and they
can have separate and independent access to senior management.

c FEEEA T EREEASEHNBE
HEEEREH

+ Senior management is invited to join the Board Meetings,
where appropriate
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B Remuneration of Directors and senior
management

B.1 The level and make-up of remuneration and disclosure

Nomination and Remuneration Committee

A Nomination and Remuneration Committee was set up in 2003,
constituted by four Independent Non-Executive Directors, namely
Mr PW. Liu (Chairman of the Committee), Mr Ronald J. Arculli, Mr HK.
Cheng and Ms Laura LY. Chen. Regular meetings were held to review
human resource issues, including significant Group-wide changes

in salary structure and terms and conditions affecting Directors

and senicr management. The Committee met once in 2005/06 to
review, inter alia, the composition of existing Board members and the
Directors' remuneration.

Its terms of reference, which are accessible to all via our website, are
as follows:

{a) to review the structure, size and composition (including the <kills,
knowledge and experience} of the Board on a regufar basis and make
recommendations to the Board regarding any proposed changes;

(b) toidentify indivicduals suitably qualified to become Board
members and select or make recommendations to the Board on the
selection of individuals nominated for directerships;

{c} toassess the independence of Independent Non-Executive
Directors;
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(d) tomake recommendztions to the Board on relevant matters
relating to the appointment or re-appointment of Directors and
succession planning for Directors in particular the Chairman and the
Chief Executive Officer;

(&) 1o make recommendations to the Board on the Company's
policy and structure for all remuneration of Directors and senior
management and on the establishment of a formal and transparent
procedure for developing policy on such remuneration;

{fi 1o have the delegated responsibility to determine the specific
remuneration packages of all Executive Directors and senior
management, including benefits in kind, pensicn rights and
compensation payments, including any compensation payable
forloss or termination of their office or appointment, and make
recommendations to the ozrd on the remuneration of Nen-
Executive Directors. The Committee shall consider factors such as
salaries paid by comparable companies, time commitment and
responsibilities of the Directors, employment conditions elsewhere in
the Group and desirability of performance-based remuneration;

(g) toreview and approve performance-based remuneration by
reference 1o corporate goals and objectives resolved by the Board
from time to time;

(h) toreview and approve the compensation payable to Executive
Directors and senior management in connection with any loss

or termination of their office or appointment to ensure that such
compensation is determined in accordance with relevant contractual
terms and that such compensation is otherwise fair and not excessive
for the Company;

(i) toreview and approve compensation arrangements relating to
dismissal or removal of Directors for misconduct to ensure that such
arrangements are determined in accordance with relevant contractual
terms and that any compensation payment is otherwise reasonable
and appropriate;

] toensure that provisions regarding disclosure of remuneration,
including pensions, as set out in the Companies Ordinance and
Listing Rules, are fulfilled;

{k) toensure that no Director or any of his/her associates is involved
in deciding his/her own remuneration; and

{}  toreport back to the Board on their decisions or recommendation.
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The remuneration package of Directors and senior management,
including discretionary bonus and share options, is based on the
following criteria:

+ their individual performance

« skill and knowledge

+ involvement in the Group's affairs

- their achievement of business targets

- performance and profitability of the Group

The Committee obtains benchmark reports from internal and external
sources for evaluation of market trends and the competitive tevels

of remuneration being offered to Directors and senior management.
Sufficient resources are provided to the Committee to discharge

its duty. The Committee wili consult the Chairman and the Chief
Executive Officer about their proposeals relating to the remuneration
of other Executive Directors and have access to professional advice if
considered necessary.
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« All Nemination & Remuneration Committee members
are Independent Non-Executive Directors, exceeding the
‘majority’ requirement
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C Accountability and audit

C.1 Financial reporting

Directors acknowledge their responsibility for preparing the financial
statermnents on a going concern basis, with supporting assumptions
or qualifications as necessary. The Company’s financial staternents are
prepared in accordance with the Listing Rules, Companies Ordinance
and also the accounting principles and practices generally accepted
in Hong Kong. Apprepriate accounting policies are selected and
applied consistently; judgements and estimates made are prudent
and reasonable. The Directors endeavour to ensure & balanced,

clear and understandable assessment of the Company’s position

and prospects in annual reports, interim reports, price-sensitive
anncuncements and other disclosures required under the Listing
Rules and other statutory requirements,

« FUZARRNFHRFEEGRS
XEHEFEER

+ Audit Committee reviews the interim and annual results before
adoption by the Board
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C.2 Internal controls

We maintain a good internal control environment to enable tha
internal contral systems and procedures 1o perform effectively.
The Code of Conduct details the Group's philosophy in running its
business and ac1s as a benchmark for all staff to follow.

Internal control systems have been designed to allow us to monitor
the Group's overall financial position, safeguard its assets against
loss and misappropriation, to provide reasonable assurance against
fraud and errors, and to manage the risk in failing to achieve the
Group's objectives.

We have a well defined specific limit of authority governing activities
of the Executive Commitiee, Directors, executives and senior staff.
Annual and mid-year budgets on all capital and revenue items are
prepared and approved by us before being adapted. We monitor
the business activities closely and review monthly financial results of
operations against budgets. We also review and update the internal
controls 1o meet upcoming challenges.

We take extremne precauticnary measures in the handling of
price-sensitive information. Such information is restricted to
a need-to-know basis.

We maintain an internal audit department which is independent

of our daily operatiens and accounting functions. The Intemal
Auditor reports directly to the Audit Committee. To enhance the
comprehensiveness and effectiveness of the internal audit function,
the Audit Commitiee commissioned the external auditors to jointly
design an internal audit programme based on risk assessment
methodology with the Internal Auditor in 2003, and this programme
had been adopted by the Audit Commitiee and reviewed annually.
On a monthly basis, the Internal Auditor discusses with the
management his internal audit reviews and findings, and obtains
management’s responses on various issues. Internal audit reperts are
prepared for the Audit Commitiee every quarter.

Formal meetings are held every six menths between the Internal
Auditor and the Audit Committee to discuss internal audit issues.
During Audit Committee meetings, the Audit Commitiee also
enquires on financial and internal control matters with the external
auditors. The Audit Commities has the authority to have direct
discussion with external auditors in the absence of management

if deemed necessary, and they meet at least once annually for this
purpose. Two Execulive Direclors are present at the Audit Committee
reetings (¢ answer enquiries from the Audit Committee and to
report to the Board of Directors on matters arising.
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We acknowledge that it is our responsibility to maintain effective
risk management and internal control systems and to review them
twice a year, We manage risks by strategic planning, appointing
appropriately qualified and experienced personnel to senior
management positions, monitoning the Group's performance
regularly, maintaining effective control over capital expenditure
and investments, and setting a high level of Code of Conduct for all
Directors and employees to follow.

We have conducted a review covering all material controls, including
financial, operational and compliance controls and risk managernent
functions of the Company and its subsidiaries for the financial year
ended 30 June 2006 and were satisfied that an effective and adequate
internal contral system has been in operation. We came to this
conclusion based on our clearly established company policies and
procedures, specific fimits of authority, budgetary controls, regular
monitoring of performance and the reports from both the external
auditors and the Internaf Auditor.

We confirm that there have been no major changes in the nature
and extent of significant risks faced by us from the previous financial
year, and we have the ability to respond to any such changesin its
business and the external environment. Furthermore, there were no
significant internal control problems encounzerad during the year.
We closely moniter our system of internal control, and have received
further assurance from the Audit Committee that the internal audit
function has been functioning effectively, We have complied with
the cade provisions set out in the Code on Corporate Governaince
Practices in respect of maintaining an effective internal control system.
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« We maintain an internal audit department which is
independent of our operation and accounting functions

+ The Internal Auditor reports directly to the Audit Committee
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C.3 Audit Committee

An Audit Committee was established by the Board in 1999, which
comprises three Independent Non-Executive Directors with
appropriate academic and professional qualifications or related
financial management expertise, namely, Mr H.K. Cheng {Chairman
of the Committee), Ms Laura LY. Chen and Mr PW. Liu. Meetings
are held at least two to three times a year and are attended

by external and internal auditors, the Finance Director and the
Company Secretary for the purpose of discussing the nature and
scope of internal audit work and assessing the Group's intermnal
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contrals. Separate meetings will alsa be held with exiernal auditor
{in the absence of management) as and when required. The Audit
Committee held two meetings in 2005/06.

Its terms of reference, which are accessible to all via our website, are
as follows:

Relationship with the Company’s auditors

(@ to be primarity respansible for making recommendations to

the Board on the appointment, re-appaintment and removal of the
external auditor, and to approve the remuneration and terms of
engagement of the external auditor, and any questions af resignation
or dismissal of that auditor;

(b) to review and moenitar the external auditor's independence and
objectivity and the effectiveness of the audit process in accordance
with applicable standards, and discuss with the auditor the nature
and scope of the audit and reporting abligations before the audit
commences;

{&} todevelop and implement policy on the engagement of an
external auditor to supply non-audit services (for this purpose,
external auditor shallinclude any entity that is under common
control, ownership or management with the audit firm or any entity
that & reasonable and informed third party having knowledge of

alt relevant information would reasonably conclude as part of the
audit firm nationally or internationally), and report to the Board,
identifying any matters in respect of which it considers that action
or improvement is needed and making recommendations as to the
steps to be taken;

Review of financial information of the Company

(@) 1o monitor the integrity of financial statements, annual report
and accounts and half-vear report and 10 review significant
financial reporting judgements contained within them, focusing
particularly on:

(i) any changes in accounting policies and practices;

(i) major judgmental areas;

(i) significant adjustments resulting from audit;

(iv} the going concern assumptions and any qualifications;

(v} campliance with accounting standards; and
(vi) compliance with the Listing Rules and other legal
requirements in relation to financial reporting;
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(e} inregard to (d) above:

(i} members of the Committes must liaise with the Board of
Directors, senior management and the person appointed as the
Company's qualified accountant and the Committee must meet,
at least once a year, with the Company's auditors; and

(i) the Committee shall consider any significant or unusual items
that are, or may need to be, reflected in such reports and financial
statements and must give due consideration te any matters that
have heen raised by the Campany's qualified accountant,
compliance officer or auditors;

Oversight of the Company’s financial reporting system and internal
control procedures

{H  toreview financial controls, internal control and risk
management systems;

(@ todiscuss with management the system of internal control and
ensure that management has discharged its duty to have an effective
internal control system;

th) to consider any findings of major investigations of internal
control matters as delegated by the Board or on its own initiative and
management's r1esponse;

il where an internal audit function exists, 1o ensure co-ordination
hetween the internal and external auditors, and to ensure that the
internal audit funciion is adequately resourced and has appropriate
standing within the Company, and to review and monitor the
effectiveness of the internal audit function;

() to review the Group's financial and accounting policies
and practices;

k) toreview the external auditor's management letter, any material
gueries raised by the auditor ro management in respect of the
accounting recards, financial statements or systems of contral and
management’s response;

{i toensure that the Board will provide a timely response to the
issues raised in the external auditor's management letter;

{(m) to report to the Board on the matters set cutin the code
provisions for Audit Committee in the Code on Carperate Governance
Practices of the Listing Rules;

(M 1o consider other topics, as defined by the Board;
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Other duties

(0} toreview arrangements by which employees may, in confidence,
raise cancerns about pessible improprieties in financial reporting,
internal control ar other matters;

(p} toact asthe key representative body for oversesing the
Company’s relation with the external auditor; and

(g} toreport their decisions or recommendations to the Board,

The Committee s autharised by the Beard to investigate any activity
within its terms of reference; to seek any information it requires from
any employee and all employees are directed to co-operate with any
requests made by the Committee; to obtain outside legal or other
independent professional advice; and to secure the attendance of
outsiders with relevant experience and expertise to their meetings

if necessary. Sufficient resources are provided to the Committee to
discharge its duty.

Buring the year, the Audit Committee has performed, inter alia,
the following;

+ reviewed and obtained explanation from management
and the external auditors on the interim {unaudited) and annual
results, including causes of changes from previous period, effect
on the application of new accounting palicies, compliance with
the Listing Rules and relevant legislation, and any audit issues,
before recommending their adoption by the Board of Directors;

- considered and proposed 1o the Board on the re-appointment
of KPMG as the Company’s external auditors;

- considered and approved the procedures and guidelines in
employing the external auditors to perform non-audit assignments
for the Company;

- received and reviewed the internal audit reports from the Internal
Auditor:

- meeting with the exiernal auditors in the absence of management
to discuss any audit issues;

+ meeting with the Internal Auditor in private to discuss oninternal
auditissues;

- approved the internal audit programme for 2005 - 2008; and

- carried out an annual review of the intemal control system of
the Company.

s FREGRAEMKBGRBY HRIT
frig- 3

* All Audit Committee members are Independent Non-Executive
Directors
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D Delegation by the Board

D.1 Management functions

Senicr management, comprising assistant directors and senior
managers, is responsible for the day-to-day operations and
administration function of the Group under the leadership of

the Executive Directors. The Board has given clear directions to
management as to the matters that must be approved by the
Board before decisions are made on behalf of the Company. The
types of decisions 10 be delegated by the Board to management
include implementation of the strategy and direction determined
by the Board, operation of the Group’s businesses, preparation of
financial statementis and operating budgets, and compliance with
applicable laws and regulations. These arrangernents will be reviewed
periodically to ensure that they remain appropriate to our needs.

s RFEAOR-ANAFRLY » RIT
ERAREXEBLF

< HHRNBBEIREZTHINTRATE

+ The Executive Committee of the Board of Directors was formed
in 1989 and delegated day-to-day operational matters

» Guidelines were set up for certain issues requiring Board
approval
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D.2 Board Committees

The Executive Committee, Audit Committee and Nomination and
Remuneration Committee were formed in 1989, 1999 and

2003 respectively. Information cn Audit Committee and Nominatian
and Remuneration Committee can be found in paragraphs C.3 and
B.1 above.

Executive Committee

The Executive Committee of the Board of Directors of the Company
was formed in 1989. its members are all the Executive Directors of the
Company, namely, Mr Ronnie C. Chan, Mr Nelson W.L. Yuen, Mr Terry
S. Mg, Mr William P.Y. Ko and Ms Estella Y.K. Ng, who meet reqularly

io establish the strategic direction of the Company, and te monitor
the performance of management. Clear terms of reference have been
adopted by the Board, and each of the Committee members has full
understanding en determining which issues require a decision of the
full Board and which are delegated by the Board to the Committee or
management,

 DARBTHEARSHIMG B
ag

« Board Committees are formed with clear terms of reference
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E Communication with Shareholders

E.1 Effective communication

Our AGM provides a good opportunity for communication

between the Board and the shareholders. Chairmen of the Board

and Comnmittees are narmally present to answer queries raised by
shareholders. External auditors also attend the AGM every year.
Notice of the AGM and related papers are sent 1o sharehalders at
least 21 calendar days before the meeting and the said Notice is

also published in st least cne English newspaper and one Chinese
newspaper, and on our website. Each separate issue is proposed by a
separate resolution by the Chairman. The meeting is well participated
by sharehalders. Nine Directors (out of ten), including Chalrman of the
Board, Chairman of Audit Committee and Chairman of Nomination
and Rermuneration Committee attended last year's AGM.

On the requisition of our shareholders holding not less than 5% of our
paid-up capital as at the date of the deposit of the requisition carrying
the right of voting at our general meetings, our Directors shall
forthwith procead to convene an extraordinary general meeting.

Specific enquiries and suggestions by shareholders can be sent in
writing to the Board or the Company Secretary at our registerad
address or by e-mail to our website.

s EEFHBACAEERES AT L
BERABERFREE

* Each Director coming up for re-election is voted by a separate
resolution at the AGM

E2 HEEFARR

ARFEEBFAER "BERF+—F
NEEFLBZHEMBFFERT - BE
M_TTREEAFAEMNEzRE
BEFIAIEREA AR RO FNEN - &
EEcH N \NRERFSZRARHEX
§-FL IBERUREFARRES
RHERE - RRENTHEEE  RABES
DEBEM SR EEL  BRET A%

EEMABRLR —FFL/EREER

E.2 Voting by poll

Qur last AGM was held on 8 November 2005 (2005 AGM) at cur
registered office. Notice canvening the 2005 AGM detailed the
procedures for and the rights of shareholders 1o demand a poll.

The meeting was attended by 78 shareholders present in person

or by proxy. At the meeting, the Chairman demanded 2 poll on
each of the resolutions submitted for voting, and the shareholders
adopted the finanial statements, re-elected Directors, re-appointed
auditors, renewed general mandate and also re-designated part of
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our convertible cumulative preference shares (CPS) as shares. All
resolutions tabled at the 2005 AGM were voted on by poll, and the
results of poll vating were pasted on our website in the evening on
the same day and published in the following day's newspapers. The
summary of the poll results is set cut below:

(%)

E¥i(%)

FOR (%) AGAINST (%)

LEARE
1 RHHECZTREAA=THLEER

Ordinary resolutions
To receive and consider the Financial Staterments and Reports of

IHERERESDEEYMES the Directors and Auditors for the year ended 30 June 2005 100000 0.000
] ERERAHRIEERIE=AL To declare the final dividend of 37 cents per share 95.945 0.055
30 BERRTRAAEARFATES To re-elect Mr Ronnie C. Chan as a Director 98.956 1.044
3B RRMENLEBTAFATES To re-elect Mr HK, Cheng 25 a Direcior 90612 9388
I BRRREXASERRARLAES To re-elect Mr 5.5.Yin as a Director 80.921 2079
D BRASRBELREAAFLAESR To re-elect Mr William PY. Ko as a Director 99.264 0736
I EEOHBETTETARLAEE To re-elect Ms Estalla YX. Ng as a Director 99,264 0736
F BHEESREBEEENG To authorise the Board of Directors to fix Directors' faes 59551 0449
4 BEEEREHMEEMARLAEY Ta re-appoint KPMG as Auditors of the Company 2t a fee to be agreed
ti - BMERmEFREE with the Directors 65.969 0031
6A BTESHHBEASRMHZ To approve a general mandate to the Directors to purchase the 100000 0.000
HiES Company’s own shares
B BTEROHRGHES To approve & general mandate to the Directors to issue additional shares 76.798 23202
6C BEFEERNEREESZREBAN To autherise the Directars 1o include the number of repurchased shares 87693 12307
ARBTZHEEER re. issue of shares
HERAR Special resolution
5 E3357F 1 20,0008 T Rk 2 1A E To re-designate 120,000 Convertible Cumulative Preference Shares of 100000 0000
Bz AR the Company into Shares
FRABRERARZBFXRNE  HEE  We wil continue owr practice of voting by poll on all resolutions to be
HIREAREREG LRENMERER - proposed at the forthcoming and future AGMs.
ZEEXRFARAZTSAE  BREZAA  Following the completion of compulscry conversion of all our
HhEm R 2RFBREEEBENEEH  outstending CPS on 26 June 2006, Article 184 of our articles of
Hang Lung Properties Limited Annual Report 2005/06 39
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association in respect of CPS is no longer required. In this respect, we
will propose the deletion of Article 184 at our forthcoming AGM to be
held cn 9 November 2006 (2006 AGM).

The important shareholders’ dates for the coming financial year,
which include the Board Meetings for the declaration of interim and
final dividends for the year ending 30 June 2007 and the AGM, are
expected to be similar te this year's timing at around end February
2007, end August 2007 and in November 2007 respectively.,

s AEBAFARL THERURE
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*+ The Chairman demanded a poll on each of the resolutions
submitted for voting at last year's AGM

* Procedures for and the rights of shareholders to demand a poll
were stated in the notice of 2005 AGM

* We wil continue our practice of voting by poll on alf resolutions
to be proposed at the forthcoming and future AGMs
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F Additional Disclosure

F.1 Auditors’ remuneration

KPMG was re-appeinted as our external auditors until the conclusion
of the 2006 AGM by shareholders at the 2005 AGM. The firm is
primarily responsible for providing audit services in connection with
the annual consolidated financial statements.

During the year, the total remuneration in respect of statutory audit
services provided by the external auditors amaounted to HKS4.2
million. They also provided taxation services and advisory services te
the Group to the value of HKS0.6 million.
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F.2 Code of Conduct

We have adopted a corporate code of conduct since 1994 (‘the Code
of Conduct’) which is updated from time to time, setting out clear
guidelines for employees on matters such as:

. soliciting or accepting advantages,
- offering advantages;
- observing local laws when working in another jurisdiction;

+ handling of conflict of interests situations;

- handling confidential information/company property;
- use of information and communication systems;

- compliance with the Code of Conduct; and

- transactions in the Company's shares.

The Code of Conduct alsa sets out guidelines on matters in relation to
suppliers and contractors; customers and consumers; responsibilities
to shareholders and the financial community; empleyment practices;
and responsibilities to the community.

In order 1o monitor and enforce the compliance of the Code of
Conduct, functionai managers are responsible for ensuring their
subordinates understand well and comply with the standards and
requirements as stipulated. Any violation thereof will result in the
employee beaing disciplined, including termination of employment.
Suspected corruption or other forms of criminality will be reperted
to the Independent Cormmission Against Corruption or appropriate
authorities. The Executive Directors will also answer directly to any
Board member for impartial and efficient handling of complaints
received from all shareholders and potential shareholders; customers
and consumers; suppliers and contracters and our employees.

Also, all employses above a designated level are required to complete
and sign a Statement of Interest bi-annually declaring their interesi,
directly or indirectly, with the Company and our subsidiaries and
associated companies, so as to make sure that all cperations are
managed in accordance with the highest standards of practice and
COrporate governance.
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FIESREHERASHEZES F.3 interests of Directors and Senior Management
RIZFERERNAZTA EEHFEL  Details of Directors' interests in shares of the Company and our listed

REIRR LM AT BMMABRAQE  parent company, Hang Lung Group Limited (HLGL) as at 30 June
([MEFEGM ) ZRGERZHEBOT - 2006 are as follows:
A3 ErraaRLs
The Company Hang Lung Graup Limited

A% E BB (RBeE) BirsA BRinEE (A 8A)
Share Options Share Cptions
HEME Name of Diractors No. of Shares {No. of Sharas) No. of Shares {No. of Shares)
BERUR Ronnie €. Chan - 5,090,000 - 5,090,000
o) 55.Yin - - - -
BER Nelson WL Yuen - 7,126,000 - 5,500,000
HiEE Ronald ). Arcull 724,346 - 1,089,975 -
B HK Cheng - - - -
R4 {aura LY. Chen - - - -
B EW. Liu - - - -
RIw Terry S.Ng - 3235000 - 2,638,000
=faE William PY. Ko - 1,830,000 - 724000
fhig= Estella YK. Ng - 1592000 - 824000

R-FFAFNA=TH  BREEFAL  The share options held by senior management as at 30 June 2006

SHERRBNTAB-FREQTZE  otalled 5982.000 shares, representing approximately 0.16% of the

BHRE - OBFRADHIRETEDZFE  issued share capital of the Company. They also held share options of
BN EERBFE—BNATNAELTE  HLGL totalled 1,989,000 shares, reprasenting approximately 9.15% of
BREEEZRRGHE  OEELFTICBT  theissued share capital of that company.

g N v 3R il

F4 BEESR F.4 Shareholder information

RIBERFAAZTHE - 2E(BEE  Asar30June 2006, the number of shares of the Company
SBRaEREMAINMNZEE)HFE TS which were in the hands of the public {i.e. other than those
BOTREEANBEAT-EBRAEDAR  held by our parent company, HLGL) was 1,646,088,100 (44.1% of
B EERTEBTREERZ0HA (ol issued share capital), representing a markel capitalisation of
- MEABEA-TNAEAT-E  HK$22881 million.

BT .
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RIFZAFAAZTEZEEREMBME  Detals of holders of shares by domicile as at 30 June 2006 are as
T follows:

Shareholders Shareholdings

A¥ ERE: ¥ 8 EEE

FrE Domicile Mo, % No. of Shares %
& Hong Kong 3576 0455 3,689,533,996 98.87
¢ China 65 172 4937872 013
b Macau 9 024 578,285 002
=y Taiwan 2 005 281443 o
BN RHEE fusiraliz & New Zealand 11 029 14,859 000
nEARZR Canada & USA 42 111 2425572 007
ERE Philippines 30 0.79 2024663 005
Eiigk: Singapore 17 045 2635380 007
5E United Kingdom 17 045 83572 0.00
Hit Others 13 035 19,242020 078
HH Total 3,782 100.00 3,731,707,670 100.00

RIFERFAA-TRZEERESEH  Details of holders of shares by holding range as at 30 June 2006 are as
BIZERE AT - follows:
B Gy
Sharefolders® Shareholdings™

AR EE: B8 TH

No. % No. of Shares %

1- 10008 1- 1,000 shares 1617 4275 766,887 0.02
1,001 - 500088 1,001 - 5,000 shares 963 2546 2685407 0.07
5,001 - 10,0008 5,001 - 10,000 shares 453 1198 3,648,894 0.10
10,001 - 100,0008 10,001 - 100,000 shares 516 16.29 20806109 (.56
100007884 = Over 100,001 shares 133 352 3,703593,373 8925
st Total 3,782 100.00 3,731,707.670 100.00

fitsx Note

* DRUBFE-EEHPREEZRTWEHRL (R * incorporating, in their respective shareholdings range, 403 participants of
RETEFIZALT  BEEFBZEBRBAMN  Cenual Cearing and Settlement Systern (CCASS) holding a total of 2,137,378,770
M UNBEEPREGREAERLEEREL  shares registered in the name of HKSCC Nominees Limited

HEGH A B=THEZTLENTLE

-t R

Hang Lung Properties Limited Annual Report 2005/06

93




94

F5 ZHERER
FomHENBRENREEFBEERY
HEAH  BREBFAANZFERPH
WES  FEMESNAERE B E
& BHEHBABRE  UEEAAR
MREHER - BE - BE% - HHR
BALz2RAESHRESE  HHRTH
T2 HEAEE2AREEABAL
BE -

TRALHEE EARTZBEARAR
SlzER EREFRBTEZESM
BARWE - MamEI o HEe - pig
HHEFHEERN ARz HATR
HEDFEMBEWEN  SEIREEY
¥ HEDE BFIEBOEBL B
BHEZERODES  2RASLERERIE
Mz ERT o

ELEARLR 2SR/ FAFEH

F.5 Transparency and disclosure

We are committed to disclose refevant information on our activities
to our shareholders and investors through regular analysts” briefings,
press conferences and press releases, e-mails and our website, apart
from our annual and interim reports, All inguiries and propesals
received from shareholders, invesiors, media or the public are
responded to by Executive Directors, the Company Secretary or
appropriate members of senior management.

The Company's information including the terms of reference of
Board Committees is also accessible 1o all via our website. Terms of
reference of Board Committees are also available on request. Besides
providing traditional financial data, our website also includes the
most current information including properties available for sale and
let, latest issued capital, updated substantial sharehclders’ interests in
shares, major corporate events and frequently asked questions.
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Mr Ronnie Chichung Chan

Chairman

Aged 56, Mr Chan joined the Group in 1972, was appeinied to the
Board of Hang Lung Properties Limited in 1986 and became Chairman
in 1991. He is alse Chairman of Hang Lung Group Limited. Mr Chan
is a Vice-President of The Real Estate Developers Association of Hong
Kong, a Vice Chairman of the Asia Society and Chairman cf its Hong
Kong Center, and an advisor to the China Development Research
Foundation of the State Council of the People’s Republic of China.
Mr Chan also serves an the governing or advisory bodies of several
think-tanks and universities, including the Hong Kong University of
Science and Technology and the University of Southern California,
USA, where he received his MBA.

Mr Shang Shing Yin

Vice Chairman findependent Non-Executive Director)

Aged 75, Mr Yin joined Hang Lung in 1970 and was appointed to the
Board of Hang Lung Properties Limited in 1980. A past Managing
Director, he has been the Vice Chairman since 1992. He has over

20 years of experience in the fields of property investiment and
development, and is 2 qualified banker with & Banking Diploma from
The Chartered Institute of Bankars in London, UK Mr Yin is also the
Vice Chairman of Hang Lung Group Limited.

Mr Nelson Wai Leung Yuen

Managing Director

Aged 55, Mr Yuen has been with the Group since 1978 when he
joined as its Financial Controller. When Hang Lung Properties Limited
became a member of Hang Lung Group in 1980, he began to assume
aperating respensibility in various areas of Hang Lung Properties
Limited's activities. In 1986 he became an Executive Direcior of

Hang Lung Properties Limited and was appointed Managing

Director in 1992. Prior to joining the Group, Mr Yuen practised

public accounting for four years in England and in Hong Xong.

Me is a graduate of the University of Manchester, UK, a Fellow of The
institute of Chartered Accountants in England and Wales and an
Associate of the Hong Kong Institute of Certified Public Accountants.
Mr Yuen holds several public and industry-related positions. He is a
Director and Member of the Executive Committee of The Real Estate
Developers Association of Hong Kong, a Member of the Hong Keng
Housing Society, and a Member of the Land Sub-commitiee of the
Land and Building Advisory Committee. Mr Yuen is also the Managing
Director of Hang Lung Group Limited.
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Mr Ronald Joseph Arculli cgs, jp

Independent Non-Executive Director

Aged 67, Mr Arculli joined the Board in 1980. Mr Arculli is a practising
salicitor and was a Member of the Legislative Council of Heng Kong
from 1988 to 2000, representing the Real Estate and Canstruction
functional constituency between 1991 and 2000. Mr Arculli is the
Independent Non-Executive Chairman of Hong Kong Exchanges
and Clearing Limited, and was appointed a non-official member

of the Executive Council of the HKSAR in November 2005. He has

a distinguished record of public service and has served cn numerous
government committees and advisory bodies, and is also a director
of several other major local companies.

Dr Hon Kwan Cheng Gss,08E, s

Independent Non-Executive Director

Aged 79, Dr Cheng joined the Board in 1993, Dr Cheng obtained
an engineering degree from Tianjin University and a post-graduate
diploma from Imperial College, London, UK, of which he is a Fellow.
He is a past President, Honorary Fellow and Gold Medallist of The
Hong Kong Institution of Engineers, Fellow of the Hong Kong
Academy of Engineering Sciences, and past Vice President, Fellow
and Gold Medallist of The Institution of Structural Engineers, Fellow
of The Institution of Civil Engineers, UK, and Honorary Fellow of
The Institution of Engineers, Australia. An Authorised Person and
Registered Structural Engineer in Hong Kong, Dr Cheng was a
Member of beth the Executive and Legislative Councils and
Chairman of the Hong Kong Housing Authority. Dr Cheng is an
Independent Nen-Executive Director of Wing Hang Bank Limited,
Agile Property Holdings Limited and Tianjin Development Holdings
Limited. He is also an Independent Non-Executive Director of Hang
Lung Group Limited.
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Ms Laura Lok Yee Chen

Independent Non-Executive Director

Aged 58, Ms Chen joined Hang Lung in 1997. She has been involved
in the banking, real estate, and financial service industries for over
twenty years, both in Hong Kong and in the USA. Since 1993 she

has been a director of the Sterling Group — a private investment
entity — and managing investment portfolios in global capital
markets, with special interests in emerging markets and high-

yield products. Over the past few years her professional career has
transitioned into the direction of the development and management
of philanthroptc programs and activities. On a personal level, she
serves on the advisory councils of the Hopkins-Nanjing Center —

a Joint program between the Johns Hopkins and Nanjing Universities,
the Asia Society Hong Kong Center, and numerous non-profit
organisations. Ms Chen holds an MBA from the George Washington
University in Washington, DC, USA, and a post-graduate certificate

in International Banking from the University of Virginia, USA.

Ms Chen is also an Independent Non-Executive Director of Hang
Lung Group Limited.

Professor Pak-Wai Liu sgs, s

Independent Non-Executive Director

Aged 58, Professor Liu joined the Board as an Independent
Non-Executive Director in 1998, Educated at Princeton University and
Stanford University, USA, Professor Liu is Professor of Economics and
Pro-Vice-Chancellor of the Chinese University of Hong Kong. He holds
a number of positions related to his field of study, including Director
of the Hong Kong and Asia-Pacific Economies Research Programme
of the Hong Kong Institute of Asia-Pacific Studies and Distinguished
Fuibright Scholar in 2000-01. Professor Liu is a Founding Member
of the Hong Kong Commiittee on Pacific Economic Co-operation.

He serves on many government advisory bodies and is currently

a Member of the Panel of Arbitrators, the Skills Upgrading Scheme
Steering Committee, the Manpower Development Committee,

the Independent Commission on Remuneration for Members

of the Fxecutive Council and the Legislative Council of the HKSAR,
the Independent Commission on Remunerative Package and
Post-Office Arrangements for the Chief Executive of HKSAR, the
Aviation Development Advisory Committee and the Comimission

on Strategic Development. He is also a Director of the Hong Kong
Institute for Monetary Research and a Non-Executive Director of

the Securities and Futures Commission. He was awarded the Silver
Bauhinia Star (SBS) in 1999, and appointed Justice of Peace {JF)

in 2006.
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Mr Terry Szeyuen Ng

Executive Director

Aged 46, Mr Ng has been with the Group as an Executive Director
singe 2001, and is responsible for two areas of the Group's activities,
As Director of Finance and Administration, he leads the Group's
strategic and corporate planning, financial investments, and relations
with the investment cornmunity. In this role, he also manages the
Group's erganisational and support functions. As Director of Leasing
and Management, Mr Ng oversees management of the Group’s
property investment partfalio. Prior t¢ joining the Group, Mr Ng was
Executive Director of Giordano international Limited, where he had
been employed since 1993. Mr Ng &lso worked in the Finance and
Listing Divisions of The Stock Exchange of Hong Keng Limited for

a period of cver five years, where he was seconded to the Listing
Group of the London Stock Exchange. Prior 1o that, he gained
extensive experience in the auditing field at PricewaterhouseCoopers.
Mr Ng is a Fellow of CPA Australia and helds a Bachelor's degree

in Commerce from the University of New South Wales, Australia, as
well as a Master's degree in Business Administration from the Asia
International Open University. In addition, he was appointed as a
member of the Dual Filing Advisory Group of the Securities and
Futures Commission, Mr Ng s also an Executive Director of Hang
Lung Group Limited,

Mr William Pak Yau Ko

Executive Director

Aged 47, Mr Ko joined the Group in 1994 as Senior Project
Manager and was prometed to Assistant Director in 2002, He

was appointed Executive Director in 2005 and is responsible for
property development and project management both in Hong
Kong and China. He holds a Bachelor of Arts degree and a Bachelor
of Architecture degree from the University of Liverpool, UK. He

also has an Executive MBA degree jcintly awarded by The Kellogg
School of Management of Northwestern University, USA and The
School of Business and Management of the Hong Kong University
of Science and Technclogy. He is a Member of the Royal Institute of
British Architects and The Hong Kong Institute of Architects. He is a
Registered Architect in the United Kingdom and Hong Kong. Prior
to joining the Group, Mr Ko practised architecture in the United
Kingdom, United States and Hong Kong.
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Ms Estella Yi Kum Ng

Executive Director

Aged 49, Ms Ng joined the Group as Assistant Director in 2003,

She was appointed Executive Director in 2005 and is responsible
for Finance and Administration, She was previously employed by
Hong Kong Exchanges and Clearing Limited in a number of senior
positions, most recently as Senior Vice President of the Listing
Division. Pricr 1o that she gained valuable auditing experience with
Deloitte Touche Tohmatsu. Ms Ng is a qualified accountant and
holds a Master of Business Administration degree from the Hong
Kong University of Science and Technology. She is an Associate of
The Institute of Chartered Accountants in England and Wales, The
Institute of Chartered Secretaries and Administratcrs and a Fellow
of the Chartered Association of Certified Accountants, the Hong
Kong Institute of Certified Public Accountants and a member of
the American Institute of Certified Public Accountants. She has

also contributed her time to various public service appointments
including being a co-opted member of the Audit Committee of the
Hospital Authority, deputy chairman of the Professional Standards
Monitoring Committee of the Hong Kong Institute of Certified Public
Accountants and Corporate Advisor to the Business School of Hong
Kong University of Science and Technology
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government and corporate sectors. Prior to joining the Group, she
worked at the California Trade and Commerce Agency in Hong Kong,
overseeing the planning and crganising of various major business
development programmes for the State. Ms Lee holds a Bachelor of
Arts degree from the University of Toronto, Canada.

Mr Andrew Wing Lok Leung

Senior Manager — Corporate Finance

Aged 43, Mr Leung joined the Group in 2006 as Senior Manager —
Corporate Finance. Prior to joining the Group, he had over 20
years' working experience with reputable banking and financial
institutions. Mr Leung holds s Bachelor of Social Sciences degree
from The University of Hong Kong and a Bachelor's degree of PRC
Law from Peking University, China. He also possesses MSc degrees
from University of Ulster, UK and The University of Hong Kong
respectively. Mr Leung is a fellow of The Chartered Association of
Certified Accauniants and the Hong Kong Institute of Certified Public
Accountants, an associate of The Institute of Chartered Secretaries
and Administrators and The Society of Certified Management
Accountants of British Columbia, Canada.

Ms Queeny Sze Kwan Lui

General Manager — Tianjin

Aged 41, Ms Lui joined the Group as General Manager — Tianjin

in 2005. Prior to joining the Group, Ms Lui garnered over 16 years'
experience in architectural design and project management in
mainland China and Hong Kong. She was alsc a State First Class
Registered Architect in mainland China. Ms Lui holds a Bachelor

of Science degree in Architecture from South China University of
Technology and an MBA degree from the Hong Kang Baptist University.

Mr Chris Yin Chun Ng

General Manager — Shenyang

Aged 46, Mr Ng joined the Group as General Manager — Shenyang in
2005. Prior to joining the Group, Mr Ng had over 20 years experience
in project management with the Hong Kong Government and other
private organisations, including 10 years’ exposure in mainiand China.
He holds a Master's degree in Business Administration, a Higher
Diploma and an Associateship in Mechanical Engineering, and a
Diploma in Management Studies from The Hong Kong Polytechnic
University. He is also a Member of The Hong Kong Institution

of Engineers.

Mr Eric Wing Hong Szeto

Senior Manager — Marketing

Aged 38, Mr Szeto joined the Group in 1992 and was promoted
1o Senior Manager — Marketing in 2004. Mr Szeto has extensive
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experience in property development and is responsible for sales and
marketing of development projects. He holds a Bachelor's degree in
Economics from the University of Western Ontaric, Canada, a Master's
degree in Informaticn Systems from the City University of Hong Kong
and a Postgraduate Diploma in Surveying (Real Estate Development)
from The University of Hong Kong.

Mr Walter King Yee Wong

Senior Manager -— Information Technology

Aged 53, Mr Wong joined the Group in 1979. He assumed the pasition
of Computer Manager in 1988 and was promoted to Senior Manager
— Information Technology in 2003, overseeing the development of
various integral systerns and the enhancement of office automation
within the Group. Mr Wang is a Fellow of The Association of Chartered
Ceriified Accountants and a Member of the Hong Kong Institute of
Ceriified Public Accountants.

Mr Ronald Kam Fai Yan

Senior Manager — Leasing & Management

Aged 44, Mr Yan joined the Group as Assistant Property Manager
in 1994 and was promoted to Property Manager in 2002. In
January 2006, he was appointed as Senior Manager — Leasing

& Management. Mr Yan has a Master of Social Science degree in
Housing Policy & Practice fram the University of Birmingham, UK.

Mr Henry Tze Yin Yiu

Senior Manager — Project Development(China)

Aged 52, Mr Yiu joined the Group in 1986. He assumed the position
of Project Manager in 1994 and was promoted to Senior Manager
— Project Development (China) in January 2006, managing and
averseeing the planning and progress of development projects in
Shanghai. Educated and professionally trained in Hong Kong, Mr Yiu
has gained extensive prior experience in project management and
relevant exposure with reputable local organisation before joining
the Group.

Ms Polly Kathen Fung Ting Yu

Senior Manager — Leasing & Management

Aged 52, Ms Yu joined Grand Hote! Group Limited in 1986 and
assumed senior executive position in 1992, She possesses extensive
managerial experience and relevant exposure in hotel and tourism
business before joining the Group. Ms Yu was transferred to Hang
Lung Properties as Senior Manager — Hotel & Residential in 2003 and
was appeinted Senior Manager — Marketing in 2004
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The directors have pleasure in submitting their report together with
the audited financial statements for the year ended 30 June 2006.

Principal Activities

The principal activities of the Company are investment holding,
and through its subsidiaries, property investment for rental income,
property development for sales and leasing, car park management
and property management,

An analysis of the turnover and trading results of the Company and
its subsidiaries (collectively referred to as ‘the Group’) by business and
gecgraphical segments during the financial year is set out in Note 3
on the Financial Statements.

Principal Subsidiaries and Jointly Controlled
Entities

Adlist of principal subsidiaries and jointly controlled entities, together
with their places of operations and incorperation and particulars of
their issued share capitat/registered capital, is set cut in Notes 36 and
37 on the Financial Statements.

Financial Results

The profit of the Group for the year ended 30 June 2006, and the state
of affairs of the Company and of the Group at that date are set out in
the financial statements on pages 124 to 174

Ten-year Financial Summary

A summary of the results and of the assets and liabilities of the Group
for the last ten financial years is set out on page 175 of the

annual report.

Dividends

The directors now recommend a final dividend of 38 cents per share
which, together with the interim dividend of 13 cents per share
paid on 21 April 2006, makes a total of 51 cents per share in respect
of the year ended 30 June 2006, The proposed final dividend, if
approved by the shareholders at the Annual General Meeting

on 9 Novernber 2006, will be paid on 24 November 2006 to
shareholders whose names appear on the Register of Members

on 8 November 2006.
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Major Suppliers and Customers

During the year, both the percentage of purchases attributable to the
Group’s 5 largest suppliers combined and the percentage of turnover
or sales attributable 1o the Group's 5 largest customers combined
were less than 30% of the total purchases and turnaver or sales cf the
Group respectively.

Reserves
Movements in the reserves of the Company and of the Group during
the year are set out in Note 24 an the Financial Statements.

Donations
Donations made by the Group during the year amounted to HK$6.0
million {2005: HKSS.6 million).

Fixed Assets
Details of movements in fixed assets during the year are set out
in Note 10 on the Financial Statements.

Bank Loans
Particulars of bank loans of the Group as at 30 June 2006 are set out
in Note 18 on the Financial Statements.

Borrowing Costs Capitalisation
Borrowing costs capitalised by the Group during the year amountad
to HKS60.6 million (2005 HK$20.2 million).

Major Group Properties
Details of major properties of the Groug as at 30 June 2006 are set out
on pages 54 to 59 of the annual report.
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N Share Capital

REFEN - AELTNAE —+RBR(Z During the year, 57,915 (2005 17,235) convertible cumulative
TEROH . —BETZE=TRMITIE  preference shares of the Company were converted which resulted
BRERBARFESRHL - ERBTETE intheissue of 44,362,890 (2005: 13,202,010} ordinary shares of the
BZ+TABZFABEATRI-EER  Company All convertible cumulative preference shares have been
FIO-FTZAZAEZTE—TB)ER  converted as at 30 June 2006.
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The issued and fully paid ordinary share capital was further increased
during the year by an issue of 4,192,000 (2005: 50,000} ordinary shares
as a result of the exercise of share options under the Company's share
option scheme,

Details of movements in share capital of the Company during the year
are set out in Note 23 on the Financial Statements.

g Directors

REBSESQZARFAEFHT - MiES  The directors of the Company as at the date of this report are as
CHEBREFHFEALTEATIE  follows and their brief biographical detaits are set out on pages 95
Moo WEZIH M RN U I REMES 1099 of the annual report. Details of thelr remuneration are sel out

RAIEA - in Note 5 on the Financial Statements,
Fi EE$QEE$ZE§F§]
- Length of Direciorsuh\p
HiE B Name Position Held Age {in years)
BER E Rennie C. Chan Chaiman 56 20
BREE  EIE(BUIERTES) $5.Yin Yice Chairman (Independent Non-Executive Director) 75 26
TER  EFEEE Nelson WL Yuen  Managing Director 55 20
S8 BUERTES Ronald ) Arculli - Independent Non-Executive Director 67 7
HEY BUELTES HK. Cheng Independent Non-Exacutive Director 79 13
Bty Buigiss Laura LY. Chen Independent Non-Executive Director 58 9
BiE Byiddrgs PW. Liu Independeni Non-Executive Director 58 8
Riw HITHE Terry 5. Ng Executive Director 46 5
SiAE  HiTES William PY. Ko Executive Director 47 ]
L{ﬁ BE HTESR Estella YK Ng Executive Director 49 1
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Mr William PY. Ko and Ms Estella Y.K Ng have been appointed as
directors of the Company with effect from 1 September 2005. As the
date of their appointment was subsequent to the Annual General
Meeting held on 23 Novemnber 2004, both of them have retired from
the Board in accordance with Article 94 of the Company's Articles

of Association and have been re-elected as directors of the Company
at the Annual General Meeting held on 8 November 2005, Mr Wilfred
S.L. Ho has retired as a director of the Company with effect from

1 September 2005.

in accordance with Articles 103, 104 and 118 of the Company's
Articles of Association, Mr Ronald J. Arculli, Ms Laura LY. Chen,

Mr PW. Liu and Mr Nelson W.L. Yuen retire from the Board by rotation
at the ferthcoming Annual General Meeting and, being eligible, offers
themselves for re-election,

Directors’ Service Contracts

The appointments of independent non-executive directors are

for specific terms (not exceeding 3 years) which coincide with their
expected dates of retirement by rotation in accordance with the
provisions of the Company's Articles of Association, The executive
directors do not have any service contract with the Company
which is not determinable within one year without payment of
compensation (other than statutory compensation).

No director proposed for re-election at the forthcoming Annual
General Meeting has a service contract with the Company, its holding
company or any of their subsidiaries which is not determinable within
one year without payment of compensation {other than statutory
compensation).

Directors’ Interests in Contracts

No contract of significance to which the Company, its holding
company or any of their subsidiaries was a party, and in which

a director of the Company was materially interested, whether directly
orindirectly, subsisted at any time during the year or at the end

of the year.

Directors’ Interests in Competing Business

During the year, no director has been interested in any business
apart from the Company’s business, which competes or is likely to
compete, either directly or indirectly, with the Company's business
which is required to be disclosed pursuant to the Listing Rules.
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No. of Option Exercise Price Period during which
b Name Shares Qutsianding Date Granted per Share (HKS) options exercisable
BaE fonnie C. Chan 5,092,000 20/05/2004 5945 20/05/2005 - 19/05/2014°
REE Melson WL Yuen 2500000 24/02/2000 $6.12 2440242001 - 23/02/20¢01
3000000 20/05/2004 5945 20/05/2005 - 19/05/20147
RIT Terry 5. Mg 1,256,000 Giriir2001 $587 G1711£2002 - 317107201 1t
1,388,000 20/05/2004 5945 20/05/2005 - 19/05/2014
e William PY. Ko 400,000 24/02/2000 $6.12 240212001 - 23/02/2010¢
324,000 20/05/2004 $6.45 2010542005 - 19/05/2004°
Fres Estella k. Ng 500,000 12/05/2004 51047 12/05/2009 - 11/05/201 47
324000 20/05/2004 $945 20/05/2005 - 19/05/2014°
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" These share options were granted to the named directors under the Share Opticn
Scherne of Hang Lung Group Limited, exercisahle in 4 tranches, ie the first 25%
from 20 May 2005, the seconct 25% frorm 20 May 2008, the third 25% from 20 May
2007 and the balance 25% from 20 May 2008, all expiring on 19 May 2014

T These share options were granted 1o the named directors under the Share
Option Schere of Hang Lung Group Limited, all of which are now exarcisable until
their respective expiry dates.

* This share opticn was granted to the named director under the Share Option
Scheme of Hang Lung Group Limited, exercisable in 3 tranches, i.e. the first 20%
from 12 May 2005, the second 30% from 12 May 2006 and the balance 50% from
12 May 2007, all expiring on 11 Mayv 2014

Save as disclosed above, none of the directors of the Company or any
of their associates had any interests or short positions in the shares,
underlying shares or debentures of the Compeny or any associated
carporation.

Other than as stated above, at no time during the year was the
Company, its holding company or any of their subsidiaries a party to
any arrangement 1o enable the directors of the Company (including
their spouses and children under 18 years of age) to acquire benefits
by means of the acguisition of shares in ar debentures of the
Company or any cther body corporate,
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Substantial Shareholders’ and Other Persons’
Interests and Short Positions in Shares and
Underlying Shares

As at 30 June 2006, details of substantial shareholders’ and other
persons {who are required to disclose their interests pursuant

to Part XV of the SFO) interests and short positions in the shares
and underlying shares of the Company as recorded in the register
required to be kept under Section 336 of the SFO are as follows:

(a) BiZ B (a) Interests in Shares
5 EERGHEA ERARTEZENE

ERE] Name Note Mo, of Shares Held % of Issued Capital
REBEH Chan Tan Ching Fen i 2413952670 56.65
Cole Limited Cale Limired [ 2,113,952670 56.65
Cole Enterprises Holdings Limited Caole Enterprises Holdings Limited 1 2113852670 56.65
Rosenior Limited Rosenior Limited i 2113952670 56,65
Merssion Limitad Merssion Limited 1 2113952670 5665
EEEEGR 2 Hang Lung Group Limited 2 2.085,619,570 5589
EEHR 2 ] Prosperland Housing Limited 3 1,267 608,690 3397
Purotat Limited Purotat Limited 3 354,227,500 949
Capital Research and Management Company Capital Research and Management Company - 291,328,100 7.86

Mt - Notes:

LSRN E—ERERAEAZREOAR—I 1 These shares were the same parcel of shares held by a trust of which Ms Chan

Bif e REBEALTAFEREEZMIA > Tan Ching Fen was the founder. Cole Limited, Cole Enterprises Holdings Limited,

Cole Limited » Cole Enterprises Holdings Limited - Rosenior Limited and Merssion Limited were deemed to be interested in the shares

Rosenior  Limited BMerssion  Limited #1855 held by Hang Lung Group Limited and its subsidiaries, which number of shares

EREMBRCABEMBLRAMIELZIEDN  wereincluded in the above-mentioned number of 2,113,952,670.

hEERT MESRHAEERELE -+

—E-FZEAt+EE=Fr~atTREHZ

HBER-

LERSEERLAEAANANBAFIERS 2 Hang Lung Group Limited was deemed to be interested in the shareholdings

BARMARAZ TZESTEERTENTS  ofits subsidiaries, viz. 1,267,608,690 shares held by Prosperland Housing Limited,

HATRRED - Puotar Limited AR ZZ48F 354,227,500 shares held by Puratat Limited, and 463,783,380 shares held by other

THE_+t-_B-TEAERBGUEEEHE  wubsidares.

ARMBEzREST=8L-+ABE=F=F

ATHREGRHEEER -

JEEERLAMBIAC T TIERTEEATE  3.The 1267608690 shares held by Prosperland Housing Limited and the

AFABATERER D B Purotat Limited PR 354,227,500 shares held by Purotat Limited were included in the

ZZERLTHRE-T_B-LTHEEREMGZ above-mentioned number of 2,085,619,570 shares held by Hang Lung Group

AETLARERSESRASIFABEEZ =+ Limited

BAFEEAtT—&ATREL+RBHS

BMEMN -
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{b) Short Positions in Shares and Underlying Shares

save as disclosed in paragraph (a) above, no other interest required
to be recorded in the register kept under Section 336 of the SFO
has been notified 1o the Company.

Related Party Transactions

Detalls of the significant related party transactions undertaken in

the usual course of business are set out in Note 30 on the Financial
Statements. None of these related party transactions constitutes a
discloseable connected transaction as defined under the Listing Rules.

Management Contracts

No contract for the management and administration of the whole or
any substantial part of the business of the Company was entered into
or existed during the vear.

Purchase, Sale or Redemption of Listed Securities
During the year, neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any of the Company’s listed securities.

Sufficiency of Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the directors of the Company as at
the date of this annual report, the Company has maintained the
prescribed public float under the Listing Rules.

Corporate Governance

The Company's corporate governance principles and practices are
setout in the Corporate Governance report on Pages 72 10 94 of the
annual report.

Auditors

A resolution for the re-appointment of KPMG as auditors of the
Company until the conclusion of the next Annual General Meeting
is to ke proposed at the forthcoming Annual General Meeting.

By Order of the Board
Robin 5.W. Ching

Secretary

Hong Kong, 21 August 2006
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Summary of Compliance with the
Code on Corporate Governance Practices

s 8 W s -

HEMETHHSAENATEA  PUSERERNREREATELRA - RUTEAT (REERRTAD FUZ2HTHR
3 FRATERMNBRABERM -

Ve are committed to maintaining a high standard of corporate governance, the principles of which emphasize transparency end

accountability o all shareholders, We complied not only with all the Code Provisions of the Code on Corporate Governance Practices, but

also the apprapriate Recommended Best Practices.

A BEE Directors

Al EHE THE BOARD
E3:01: 38 Code provision =4 5 ATITR Complance

Al HFREEEETENBIOR Board meetings should be held at lesst 4 times 5 year # Yes

A2 FREREEHAREBEDBHRHA Al directors are given an opportunity toinchade matters in the agenda H Yes
HERAHRAEA of regular meetings

Al13 BHEIRAARGLA S TRANZEN Notice of at least 14 days should be given f a reqular board meeting H Yes

A4 FEESRAnSAAANEARER All directors should have access 1o the advice and services of the B Yes
b5 company secretary

Al1S AARBAGTESRORLELLAT Minutes of board meetings should be kept by the company secretary # Yes
ERIEHEH and open for inspection by any director

AlS HEEEELUERKMTE  TAREE Minutes of board meetings should record in sufficient details, Draft and H Yes
BERESILBPARESTESR final versions cf minutes of board meetings should be sent to all directors
HFRRRTE for comments and records within a reasonable time

A7 HERRATER BHFAIRAEESRT A procedure should be agreed by the board to enable directors to seek H Yes
BERRATHRBUELER  BRALE independent professional advice at the Company’s expense
4

AlB EEARRAERFHEANMGENE If a substantial shareholder or a director has & material conflict of interest, H Yes
HEERHZFEBTAR WTALEN 2 board meeting should be held {instead of by way of circulation of by
YEFAEEAThBTEONESE - R a commirtee). Such director must abstain from voting and not be counted
WEUERERR  BFBHAZOHN in the quorum present
ETAR
BMBERS Recommended best practices

A1g DERREE ST EEEOERTYERY The Company should arrange appropriate insurance cover in respect of B Yes
HR R legal action against its directors

A0 HEREZESRREEALERAISREN Board committees should adopt the principles, procedures and A Yes
Bl BEEZH arangements setout in A.1.1 1o A1.8
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A2 TERTHASR CHAIRMAN AND CHIEF EXECUTIVE OFFICER
FAKI Code provision mRTERER Complance

A2} FTEETHRSNAERFRES - BRAR The roles of chairman and chief executive officer should be separate, B Yes
RERASEA and clearly established and set out in writing

A22 IRERREERAR L2 EEE9EY Chairman should ensure that all directors are properly briefed on issues A Yes
HEE R EIR arising at board meetings

A23 TEERREERHRIRSNER Chairman should ensure that directors receive adequate information B Yes

inatimely manner

BRABERESR Recommended best practices

Ad4 IREERESRERIBES GRAEE Chairman should ensure that the board works effectively, and should # Yes
EREFREERCHARANFERRA be primarily responsible for and approving the agenda for each board
(FRAIBEERIARETHEERLA meeting (Chairman may delegate such drawing up respensibility to
W#) a designated director or the company secretary}

A25 ITRERRLFHERONEETAERR Chairman should ensure that good corporate governance practices and A Yes
52 procedures are established

A26 IRERDAAEEL NRAEERER Chairman should encourage all directors to make a full and active H Yes

contribution to the board's affairs

A7 IRERVEERFRTEFET NME Chairman should at least annually hold meetings with non-executive f Yes
BITERHENRE directors (NEDs) (without executive directors present)

A28 TREEREDRAS FERBANERY Chairman should ensure providing effective communication with B Yes
B% shareholders

A29 IREREFNTHENEERELANE Chairman should facilitate the effective contribution of non-executive B Yes

B ERERTESREMTEF NG R

directors and ensure constructive relations between executive and
nor-executive directors

A3 HHERBMAR BOARD COMPOSITION
FRAKX Code provision = EEHIR Compliance by us
A3 FEEEGA  BAARLERTESH Independent non-executive directors {INEDS) should be expressly 8 Yes
Fi3 identified in all corporate communications
REBETA Recommended best practices
Al2 ﬁﬁ?ﬁﬁﬁ%$ﬁ§f5§$%ﬁi§)\§ﬁ%? INEDs should represent at least one-third of the board F Yes
=57-
A33 LEREAEPRRIAFRRESHNESE To maintain on website an updated list of directors identifying their B Yes

B TIMAAeNES - LREHERE
By FRTEF

roles and functions and whether they are INEDs
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A4 EE-EBHNRER APPOINTMENT, RE-ELECTION AND REMOVAL
FAHEX Code provision FRTAFER Compliance by us
A4l FATETERAEESS  TEEFRE NEDs should be appainted for a specific term, subject to re-election A Yes
A4l FAREANEFEEREAENEARE All directors should be subject to election by shareholders at the first B Yes
AELEERAES general meeting after their appointment
SREERESESF-RWNER Every director should be subject o retirement by rotation at least once  Yes
every 3 years
FARHBRGTRNBEIHD & Names of directors submitted for election or re-election must be  Yes
BECTRFE SRR ERZTES accompanied by the same biographical details as required for newly
CEAREMRAEEAREEN—HHIZE appointed directars set outin Rule 13.51(2) of the Listing Rules
BEREEH Recommended best practices
A43 ERUFRGEFEACHRBAT - 20 Any further appointment of an INED who serves more than 9 years A Yes
HRZaBURTESELNEHEET should be subject to a separate resolution to he approved by
HELBYAREEAARRERAS - shareholders. The board should set out to shareholders the reasons they
CEREARRALIERAA LM believe that the INED continues 1o be independent and why he/she should
Bu At EdARREEEFRAEFANER he re-elected
Add4 EBRURATES ZEENRANEY To establish a nomination committee (NC) - majority of members should H Yes
ERITEFEAER be INEDs
A4S BERETRREEERABNBEEE NC should be established with specific writien terms of reference B Yes
Adb EERHEESRAZERNBERERE NC should make available its terms of reference on request and on H Yes
EARMESHRH#EHEH the website
A4T RAZESEBEAZARNANEA NC should be provided with sufficient resources to discharge its duties  Yes
A48 FEERERREAR LERAARER The board should set out in the circular to shareholders (re-election of A Yes

FALABUHNGES  BERRERD
AR AESRRAREEZRAINESRL
EBEEREAREATERLATHER

anindividual as an INED at general meeting} why they believe the
individual should be elected and the reasons why they consider the
individual 1o be independent
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AS HERE RESPONSIBILITIES OF DIRECTORS
TR Code provision FRFVQEMIR Compliance by us
A5 BRMEENRTHATOREREAY Every newly appeinted director should receive an induction on the first H Yes
REHRERN  WEREHATMNERE occasion of his appointment to ensure that he has a proper understanding
AHEHEMER  UER2MESHE of the operations and business, and his responsibilities under statute and
ERRBHE LA RMEREE common law, the Listing Rules, applicable legal requirements and other
REGEEAEUREDANEHEE R tequiatary requirements and the business and governance policies of
BRTHET the Company
A52 FROTHENDERLE  GRRBEER Functions of NED should include (a] to bring independent judgement A Yes
CATHEERTAL  HELEETHS when participating in board meetings; (b} to take the lead when potential
HRETRERINER  ORREE conflicts of interests arise; (<) 10 serve on committees, if invited; and (d}
ZHAEA : ROFE2INER to scrutinise the Company's performance
AS53 GREFEBFEMNLZHEMEREN Every director should ensure that he can give sufficient time and attention # Yes
BRLIANTFH 1o the affairs of the Company
As4 HESERT RN TR (B Directors must comply with their obligations under the Model Code set out B Yes
Y HRERTAMEMTHEENE in Appendix 10 of the Listing Rules, and the board should establish written
el HmARERTL (BT A quidelines on no less exacting terms than the Mode! Code
BRABESR Recommended best practices
ASS FABERSHBDILETRGL YR All directors should participate in a programme of continuous professional B Yes
EREMH R development to develop and refresh their knowledge and skills
As6 SEESEATHERAR LA NNEE Each director should disclose the number and nature of offices held in A Yes
GEOBLEREEARE public companies ar organisations and other significant commitments
on a pericdic basis
A57 FHOBRREEHEESRRERANE NED should give the board and any committees on which they seive A Yes
HEZAANORENSSATR - YA the benefit of their skills, expertise, etc. through regular attendance and
FHEABFHAM - FRTHENE active participation. They should also attend general meetings
HERRAR
A58 ERGEERRMERY - sRAKERRR NED should make pesitive contribution to the development of the B Yes
HER - BHDAMT RS Company’s strategy and policies through independent, constructive
and informed comments
A6 BHEREBER SUPPLY OF AND ACCESS TO INFORMATION
TRRX Code provision A2 EABEER Compliance by us
Ab.1 AERBHORIHESIEBETRE Agenda and board papers should be sent in full 1o all directors at least # Yes
e ERPEHEBIHERSEES 3 days before the intended date of a board meeting or committee meeting
GELE ERN A
A62 CENRENAREERRANEAGES Management has an obligation to supply the beard and its committees A Yes
REMEHEH BESRE0HFES with adequate information, and the board and each director should have
B BEARRAEEARNRIRE separate and independent access to the Company's senior management
AG3 MEBEHLBERESEIHRIEY All directors are entitled to have access to board papers and related A Yes

AH# - RESRERSRUSHEESS
A2 ANER

materials. Steps must be taken 10 respond ditectors' queries as promptly
and fully as possible
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B EERERER Remuneration of Directors and

A BRI Senior Management
B.1 FHERBAKTREAR THE LEVEL AND MAKE-UP OF REMUNERATION AND
DISCLOSURE
FRIEX Code provision TRAGER Compliance by us
B.1.1 ERVAFARETRENTHERS Toestablish a remuneration commitiee (RC) with specific written terms H Yes
HAHoRBRARYIENGTES of reference, and majority of members should be INEDs
B.1.2 FHZa®EyNTESNTHREER RC should consult the chairman and/or chief executive officer about their B Yas
IRR/BONER PRABRENER proposals relating to the remuneration of ED and have access to
gz%i professional advice if considered necessary
B.13 EMERESHENEE I mERE LR Terms of reference shauld include the duties stated in Appendix 14 - A Yes
fifs2 TSR @B MME THEER Rule B.1.3(a) to (F) of the Listing Rules
B.1.4 REBREHFMERANREEERE RC should make available its terms of reference on request and A Yes
BARNENRRAEHEAR on the website
B.1.5 FHMERARERRERMETR AC should be provided with sufficient resources to discharge its duties A Yes
ERRMEEAR Recommended best practices
B16 HTEESNEMEET  BRERESN A significant proportion of ED's remuneration should be structured so as A Yes
ERROAREARRHA to link rewards to corporate and individual performance
B.1.7 ARRALZEREEAREHAGNHS To disclose details of any remuneration payable to members of senior TERER
management, on an individual and named basis (REAEESERENND)
Not considered appropriate
{Only details of directors’
remuneration are
disclosed on an individual
and named basis)
B.1.8 HERELTERRSN  BEAMRH The board must disclose the reasons for its approved resclution on FER N/A
ZHTEEHEESRANTHEMR rermuNeraTion of COMPeNsation arangemeants in its next annual
BT aREE - report if RC has previously resolved not 1o approve
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C BT R&E Accountability and Audit
C1 BEER FINANCIAL REPORTING

FRIMRX Code provision TR EEER Comptiance by us
(R ERMRMUERRAAANEERR B Management should provide such explanation and information to the B Yes

AH - BUTSAREIRENMERIE board which enable them to make an informed assessment of the

AH - EHERENDSE financial and other information put before the board for approval
C1.2 HERRIENFHEYBERMIT - & Directors should acknowledgye their responsibility for preparing the B Yes

BET AR P B R TR T - BT financial statements; and there should be 2 statement by auditoss about

FHAAHATHRES  FELETRS their reporting responsibility in the auditors'report on financial statements.

ENREARETHNRE Corporate Gevernance Report shou'd contain suficient information so as

to enable investors to understand the severity and significance of any
material uncertainties at hand

i3 DERYHARMEDR - (RETH  BHRE Board’s responsibilizy to present a balanced, clear and understandable B Yes

BERNGE2NE - PREFESER assessmant extends to Annual Repart, Interim Report, other price-sensitive

PHEE - RS ERMBEAHNIRE announcements and other financial disclosures, and reports 1o requlators

R EHHRIRENEEATATERME required under the Listing Rules and statutory requirements

BN WREETEREAEED

BRBEYS Recommended best practices
C14 LEARRFRERESANDTRAD M The Company should announce and publish quarterly financial results TRLUEAH(ZERS

FEMMERLY within 45 days of the end of the relevant quarter SFRAAMERE

FRAGHLERRS
HREHE)
Not considered appropriate
{Quarterly reporting is
not practical, and not
cost effective for
property developer)

€15 RE-HREATRUBFEHERA - O Once it has decided to announce and publish its quarterly financial results, THEA N/A

BRAEOMESRUOERZOMESE
B BRaRETRHRNG S —F M8
B BUBNGAH  FRERRES
RHE

the Company should continue {0 do s for subsequent financial years.
Where the Company decides not to announce and publish its inancial
results for a particular quarter, it should publish an announcement 1o
disclose the reasons for such decision
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c2 AEEER INTERNAL CONTROLS
FRI%X Code provision FREARTHE Compliance by us
ca HTFERLEFHRI—RDAREMALE Directors should at least annually conduct a review of the effectiveness  Yes
MAPEERSERTAR of the system of internal control of the Company and its subsidiaries
RRBERR Recommended best practices
22 AT ERMNEARERIRIE FHRE The board's annual review on intesnal controls should consider in particular H Yes
fE-EmEC22EE E)E areas as detailed in Appendix 14 - Rule C.2.2(a) to (&) of the Listing Rules
€23 BARMERERAF MR EREERET Narrative statement on how the Company has complied with the code 5 Yes
BRAE L ENTEX provisions on internal control dwiing the reporting period
C24 FEEAERGMASEINAHAERER Information disclosed on internal control should be meaningful and H Yes
RHBARTNEN do not lead to misleading impression
25 REREBHMENDRREEERIRTR Company without an internal audit function should review the need TEE (X2FRE
Bt AMRY for one on an annual basis RYAHEHEH)
N/A (Internal Audit Department
was set up long time ago)
c3 HHEOY AUDIT COMMITTEE
TR Code provision L AWETR Complance by us
C3 FREAMMNORLERAAARBEE - Full audit committee (AC) minutes should be kept by the Company A Yes
ERARENERTARERRE-—DAE Secretary. Draft and final versions of such minutes should be sent to all AC
BRARETERGESNLBEENRFRE members for their comment and recerds within a seasonable time after
the meeting
C32 LEARENERAZHANASEA  ER Former partner of the Company’s existing auditing firm should he THR (EBRALERE
THEREBE-FRNFIGEFERARY orohibiied from acting as AC member for a period of 1 year commencing EHABEANAABA)
R MEREREEHANEBAZE on the date of his ceasing (1 to be a partner of the firm or {2) 1o have any N/A (No former
BORERRBATRREEHBEERZR financial interest in the firm, whichever is the later partner of the existing
auditing firm is on the board)
C33 FREAGOHBESRELE EHARE Terms of reference should include duties as detailed in Appendix 14 - A Yes
H+REC3DENE Rule C.33(a) to (h) of the Listing Rules
C34 AERERUERENONEHERRESR AC should make available its terms of reference, explaining its role and H Yos
ARLERSREANAHRELERE authority on request and on the website
(35 HEFATABEREACAMERXBR Whete the board disagrees with AC's view on sefection and change of TR (TRHREE
SREEONEL  DRAREWEELE external auditors, the Company should include a statement from the AC ER)
AONBARRERRTRERANER explaining its recommendation and also the reasons why the board has N/A [No such disagreement
taken a different view happened before)
C36 EHEONARRRABLBTEN AC should be provided with sufficient resources to discharge A Yes
its duties
BHMAEESR Recommended best practices
€37 FHREAMRMBERETRESE () AH Additional duties should be included in the terms of reference, inter alia, # Yes

AERENATES  BARMBES A
FPEEIHEATMTRFENTTETRR
HEY ROIGERaEARERE M
MEERE  RRER_F2HMOE

(a) to review arrangerents by which employees of the Company may
raise cancerns about possible improprieties in inancial reporting, internal
contral or other matters; and (b) to act as key representative body for
overseeing the Company’s relation with the external auditor

Hang Lung Properties Limited Annual Report 2005/06

1%




D DERENNEGR Delegation by the Board
D.1 TR Th MANAGEMENT FUNCTIONS
FRHX Code provision AR ABHIR Compliance by us
0.1 BHBLRATERGRESENGHE When the board delegates management and administration functions to B Yes
RPN sARMETEIMNES - management, clear directions must alsa be given to them in respect of their
TSl « BRFeEhREHED pawers. The board should not delegate matters to an extent that would
W AR MBI B B AR significantly hinder or reduce its ability as a whole to discharge its functions
HEHEREE S - HESTRIELENDS
D12 RATREHAFHTRNNHEBEEOBFEER  The Company should formalise the functions reserved tc the board and H Yes
OTRESAFIS - CRTHRALERTY those delegated to management, and review those arrangements periodically
THESLRANTE to ensure that they remain appropriase 1o the needs of the Company
BRUDERA Recommended best practices
D13 ARARERUPRAAGEGZANGRST The Company should disclose the division of responsibility between the A Yes
board and management
D.14 HHAIEPERENEIDREE 08 Directors should clearly understand delegation arrangements in place. B Yes
BHEERMUBERD  (JREHEENE The Company should have formal letters of appointment for directors
BILARITH setting out the key terms and conditions relative to their appointment
D.2 DRRBTMHENY BOARD COMMITTEES
FRIAX Code provision F2E@FHYR Compliance by us
D.21 BEERUZNOARGE  HERADRY Board committees (if any) should be formed with clear terms of reference H Yes
RESZO0MGECE
D22 ZOOMUABNANTRANLTRES Terms of reference should include a requirement that they should repont B Yes
HRTSs (MFAENTEEERETME  backto the board on their decisions or recommendations unless there are
BTRELER) legal or requlatory restrictions for them not 1o do so)
E HRRNEBE Communication with Shareholders
£1 PYAE EFFECTIVE COMMUNICATION
FAEX Code provision ZETAGNR Complance by us
AR REANIRAEEQ LESAANRYS £ach substantially separate issue at a general meeting should be propased B Yes
BHRLRIMARE by a separate resolution by the chairman of that meeting
€12 URRIBEURRTOSAC L58 Chairman of the board should attend the AGM. He should also arrange B Yes

SEEA0 - FHENORREEO0N:
B AESSENONERRERHT -5
EN(AMEEENRELE - NAARE
TR EREOFEAQ L EE 2R

chairmen of AC, RC and NC, or in their absence, another member of the
committee, or failing this his duly appointed dalegate, to be available to
answer questions at the AGM
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E2 HBEEARARR VOTING BY POLL
FRIEL Code provision ZLERETR Compliance by us
E2) AR TRERRQ SR HRE2 R &k Chairman of a meeting should ensure disclosure in the Company’s circulars B Yes
BEIWRASIIGOHERMARES R of the procedures for and the rights of shareholders to demand a pallin
FROBE  BEERMEBELARRSD compliance with the requirerments about voting by poll in Rule 13.3%(4)
BRRER of the Listing Rules
£22 RAEHHAEEEARBRENTE - mi The Company should count all proxy votes. For a show of hands, chairman A Yes
BEARRR ARIEREQLRBER of a meeting should indicate 10 the meeting the level of proxies lodged
RRAENEERRBELH - KRR on each resolution, and the balance for and against the resalution. The
RHEH - RFABRGHAARENERYD Company should ensure that votes cast are properly counted and recorded
REBER
E23 ARIRERREORAGHRERRTE {Chairman of a meeting should at the commencement of the meeting ensure F Yes
H QREERUERARRROER - R that an explanation is provided of (a) the procedures for deranding a poll by
bIABREARRTFANZAER shareholders; and (b) detailed procedures for conduciing a poll
F BERE Additional Disclosure
Fa mEaMe AUDITORS REMUNERATION
ForREBEREaREREEBEREMEE  The remuneration for both audit and non-audit services provided by
ol gkl ihihid the exiernal auditors are disclosed
F2 #=psrAl CODE OF CONDUCT BRI
ABIBRTEEEENRAATNLMAES  Setting out clear guidelines for employees in the conduct of our activities Zr+-Fh+AE
ZRRHARER
k3 EERAfERARRA 2R INTERESTS OF DIRECTORS AND SENIOR MANAGEMENT For datails,
BHERSAEEBAAREHBRMBMAEE  Interests in shares and share options of directors and senior management please refer to
ZBEEELER are disclosed our Carporate
N Governance report
F.4 BREH SHAREHOLDER INFORMATION at pages 72 to 94
ERLLSRERDIREREAHAE Summarising details of sharehotders by domicile and by holding range
F5 EHERER TRANSPARENCY AND DISCLOSURE

RBAREAGE  LEQ  UBRAASHE
ERLSAH

Disclosing company infermation through channels including analyst
briefings, press canferance, emails and website

Hang Lung Properties Limited Annual Report 2005/06 | 21




Report of the Auditors
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To the Shareholders of Hang Lung Properties Limited
(Incorporated in Horg Kong with limited fiability)

We have audited the financial statements on pages 124 to 174
which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

Respective Responsibilities of Directors and Auditors
The Heng Kong Companies Ordinance requires the directors to
prepare financial statements which give a true and fair view. In
preparing financial staternents which give a true and fair view it is
fundamental that appropriate accounting poticies are selecied and
applied consistently, that judgements and estimates are made which
are prudent and reasonable and that the reasons for any significant
departure from applicable accounting standards are stated.

It is our responsibility to form an independent opinion, based on our
audit, on those financial statements and to report our opinion solely
to you, as a body, in accordance with section 141 of the Hong Kong
Companies Ordinance, and for no other purpose. We da not assume
respensibility towards or accept liability to any other person for the
contents of this report,

Basis of Opinion

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. An audit includes examination, on a test basis, of
evidence relevant to the amounts and disclosures in the financial
statements. It also includes an assessment of the significant estimates
and judgements made by the directors in the preparation of the
financial statements, and of whether the accounting pelicies are
appropriate to the Company's and the Group's circumstances,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the informaticn
and explanations which we considered necessary in order to provide
us with sufficient evidence to give reasonable assurance as to whether
the financial statements are free from material misstatement. In
forming our opinion we also evaluated the overall adequacy of the
presentation of information in the financial staterments. We believe that
our audit provides a reasonable basis for our opinion.

Opinion

[n our opinion, the financial statements give a true and fair view of
the state of affairs of the Company and of the Group as at 30 June
2006 and of the Group’s profit and cash flows for the year then ended
and have been properly prepared in accordance with the Hong Kong
Companies Ordinance.

KPMG Cernified Public Accouniants
Hong Kong, 21 August 2006
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Consolidated Income Statement

EZTFFAFERAZSTALER Forthe year ended 30 June 2006

(L5
(T3 {restated)
LBMERTHT in HXS miflion Note 2006 2005
gei-4:] Turngver 3a) 3,7406 69553
2B A Otherincome 317.2 1055
HERZROENH Direct cosis and operating expenses {1,388.4) (3.5055)
TREH Adrninisirative expenses (205.5) (1540}
g Operating profit 2,4639 34013
RAENEZLTFAEBL Increase in fair value of invesiment properties 10 3,438.2 54029
5,902.1 88042
HELH Finance costs 4 (415.8) (255.7)
Ris&EAREH Share of profits of jointly controlled entities 90.3 1183
B 1 A Prefit before taxation &4 5,576.6 86668
i Taxation Bla) (1,003.0} (1,5826)
FEMET Profit for the year 4,573.6 7.084.2
Bia&H Attribuiable 1o
R Shareholders 24 4,402.6 68125
LHREES Minority interasts 25 1710 2717
4,573.6 70842
A% 8. Dividends 8 1,899.8 1,8426
SRE7 Earnings per share 9(a)
Bx Basic 119.2¢ 193.9¢
na Diluted 118.2¢ 191.9¢
SREN(TRENRILHEE Eamings per share excluding changes in fair value
ENRANELTFHRY) of investrment properties net of deferred tax 9b)
193 Basic 44.1¢ 716¢
gL Diluted 44.0¢ 71.4¢

MBEEMEDSHEGR 289 -

The annexed notes form part of these financial statements.
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ance Sheets

SZFRANERR=TH A30)une 2006

& Gioup 25 Company
, () (31)
itk {restated) {restated)
LB EHTHE i HKS milfion Note 2006 2005 2006 2005
*RBDAE Mon-current assets
a1 Fixed assets
fgiEhE Investment properties 39,590.0 360319 - -
HoRERE Qther fixed assets 29111 18189 - -
10 42,501 37,8508 - -
S aEE - Interest in subsidiaries 11 - - 29,077.5 296885
BRATRS Interest in jointly controlled entities 12 551.0 4824 - -
HERA Loans and investments 13 7.9 9] - -
EABERE Deferred tax assets 17(b) 66.7 854 - -
43,126.7 384277 29,0775 296885
mEEE Current assets
ba Inventories 14 10,1593 10,6934 - -
BURESREHBRER Trade and other receivables 15 1,096.6 7687 334 209
BeRBIER Cash and deposits with banks 26(h) 5983.6 32058 51.5 210
17,2395 146679 84.6 19
RBAf Current liabilities
EREARERERK Trade and other payables 16 1,529.5 1,7046 59 51
R Taxation 17a) 3321 5982 42 33
ERERES Preference dividend payable - 155 - 155
1,861.6 23193 101 239
FEARERE Net current assets 15,377.9 12,3486 745 180
EESEARDAN Total assets less current liabilities 58,504.6 50,7763 29,152.0 267065
FHRBAG Non-current liabilities
HITER Bank loans 18 8,454.0 41134 - -
EMAHBARRA Amounts due 1o subsidiaries 1 - - 1,7183 19036
B[R 2 RAER Convertible cumulative preference shares 19 - 3550 - 3550
“ERAENB RS Floating rate notes due 2009 20 1,500.0 15000 - -
HEitREAMN Other long term liabilities 21 570.7 6433 - -
BEEBERM Deferred tax liabilities 17(b) 3,690.8 29097 - -
14,2155 85214 1,7183 2,2586
HEZE NET ASSETS 44,2891 41,2549 27,433.7 274479
ExREE CAPITAL AND RESERVES
BE Share capital 23 37317 36832 3731.7 36832
=3 Reserves 24 39,5145 36,605.1 23,702.0 23,7647
BRI Shareholders equity 43,246.2 40,2883 27,433.7 274479
TEREED Mingrity interests 25 1,0429 966.6 - -
PR s TOTAL EQUITY 44,289.1 412549 27,4337 274479
"R Nelson W. L. Yuen
HFMEE Managing Director
Rin Terry 5. Ng
BITHE Executive Director

BB EEME DR BRRZ—ED -

The annexed notes form part of these financial statements.
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Consolidated Statement of Changes in Equity

(IE_FTARERA=THLESEE Forthe year ended 30 June 2006

(&5l
i (restated)
HERBETHT in HKS milton Note 2006 2005
RtE-Bz888 Total equity at 1 July
RERE(LFERE) Shareholders'equity {as previously reported) 40,6433 310186
PREFEA(LEEHANMRRE Minority interests (previously presentad separately from
FRIZH) liabilities and equity) 966.6 9347
41,609.9 319533
CHERRBRELZNNER Prior period adjustments arising from change in accounting policies 2e) (355.0) (4606)
BER(E) Total equity as restated 41,2549 314627
BEAHKAS 9OMZ4 2 TSR Opening adjustments arising from adoption of HKAS 39 2n) {20.8) -
41,234 314927
REAREIMELTMEE Exchange difference arising from translation of
BiZER overseas subsidiaries 24 7.3 -
EEELH Net profit for the year 45736
-FFEHE - a5 previgusly reported 6,845.4
-LEBRESERTAREEER - attributable to minority intesests as praviously reported 27
—BIRAHKFRS 2B EE 2 TE S - prior period adjustment arising from adoption of HKFRS 2 20 {329
— &7l - as restated 7.084.2
FEEDERGESE Total recognised income and expense for the year 4,580.9 7.084.2
LEERBEE Final dividend in respect of previous year 8 {1,363.8) (1,089.0)
EEETHRE Interim dividend in respect of current year 8 {481.7) (478.8)
ROBRGTHRRTHE Issue of shares, net of issue costs B&H 39355 44527
BARERRA Employee share-based payment expenses 4 20.8 329
EftERERS Dividend paid to minority interests 25 - {500)
BRLERERE Repayment to minority interests 25 (94.7) (1898}
RAH=TRZEHEH Total equity at 30 June 44,289.1 41,2549
Ly 4 Attributable to
A Shareholders 43,246.2 40,2883
SEBEES Minority interests 1,042.9 966.6
44,2891 41,2549

MBRERHEDAMBEBRZ -85 -

The annexed notes form part of these financial siatements,
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Consolidated Cash Flow Statement

BEZESRESBZHEILEE Forthe year ended 30 June 2006

F AT P ity in HKS million ﬁoﬁ 2006 2005
HEEH Operating activities

FEBYER RS Cash generated from operations 26(a) 2,316.6 5349.]
CHEE Tax paid

CREAHER Hong Kong profits tax paid {427.5) (380.2)

citFERE PRC income tax paid (42.8) (9.7)
HEQEEH Net cash generated from

Re&3E operating activities 1,846.3 46502
REED Investing activities
BERATEE Purchase of fixed assets (1,218.5) (526.4)
HERTEERTIR Proceeds from disposal of fixed assets 0.7 -
cWHE interest received 235.8 1010
bl Eo - NG Dividends received from

BE jointly controlied entities 28.0 240
BENA(RE)/ (Advance to)/Repayment from jointly

gy controlled entities (6.3} 55
FEmRERIME Repayment of advances from

=6 unlisted investments 1.2 12
HITEZEM Increase in bank deposits - {699.5)
ERREID2HLEH Net cash used in investing activities {959.1} (1,1942)
BEED financing activities
HiERTERRERE Proceeds from new bank loans 8,3258 41018
HERITER Repayment of bank loans {4,000.0} (95794}

BT RRBFERE Proceeds from issue of floating rate notes - 1,500.0
HBEEZLEE Repayment of floating rate notes - (5400}
BB EEHE Proceeds from issue of shares 385 43471
HEREMES Interest and other ancillary borrowing

BEETH costs paid (389.7) (2045}

ENREHSRA Finance lease charges paid (47.5) {516)
EREEREE Preference dividend paid (32.7} (321}
ciie Dividends paid (1,845.5} (1,567 8}
g 8kEDA Repayment to minority interests (94.7} {189.8}
ERCHBEEE Dividend paid to minarity interests - (500
ERNEERnZE5 Capital element of finance lease 63.6) (55.0)

R/ (ARIREED Net cash generated from/{used in)

ZBEFE financing activities 1,8%0.6 {23213)
RERBLZHEM2BM Increase in cash and cash equivalents 27778 14437
RtA-B2REBEESMY  Cashand cash equivalents at 1 July 2,506.3 10626
RABZ+THZBE&EREEMY Coshand cashequivalentsat 30 June  26(b) 5,284.1 25063

HBBERMENAHBERRs—HS -

The annexed notes form part of these inancial statements.
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Notes to the Financial Statements
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1 Principal Accounting Policies

a. Statement of compliance

These financial statements have been prepared in accordance with all applicable
Hong Kong Financial Reporting Standards {HKFRSs"), which collective term includes
allapplicable individual Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (HKASs) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (HKICPAY, accounting principles generally
accepted in Hong Kong and the requirements of the Hong Kong Companies
Ordinance. These financial statements also comply with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited. A summary of the principal accounting policies adopted by the
Group is set out below.

The HKICPA has issued a number of new and revised HKFRSs that are effective or
available for adoption for accounting periods beginning on or after 1 January 2005.
Information cn the changes in accounting policies resulting from initial application
of these new and revised HKFRSs for the current and prior accounting periods
reflected in these financial statements is provided in note 2.

b. Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial statements is the
historical cost basis except where stated otherwise in the accounting policies set
out below.

The preparation of financial statements in conformity with HKFRSs requires
management to make judgments, estimates and assumptions that affect the
application of policies and reporied amounts of assets, liabilities, income and
expenses. The estimates and associated assumptions are based on histerical
experience and various other factors that are believed tc be reasonable under the
circumstances, the results of which form the basis of making the judgments about
carrying values of assets and liabilities that are not readily apparent from other
sources, Actual results may differ from these estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions ta accounting estimates are recognised in the period in which the estimate
is revised if the revision affects only that period, or in the period of the revision and
future periods if the revision affects both current and future periods.
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1 Principal Accounting Policies (Continued)

¢. Basis of consolidation

The consalidated financial statements for the year ended 30 June 2006 comprise the
Company and its subsidiaries (together referred tc as the ‘Group) and the Group's
interest in jointly contrelied entities. The results of subsidiaries acquired or disposed
of during the year are dealt with in the consolidated income statement from the
date that control commences until the date that control ceases. Intra-group balances
and transactions and any unrealised profits arising from intra-group transactions

are eliminated in full in preparing the consolidated financial statements. Unrealised
losses resulting from intra-group transacticns are eliminated in the same way as
unrealised gains but only to the extent that there is no evidence of impairment.

d. Subsidiaries and controlled entities

A subsidiary, in accordance with the Hong Xong Companies Ordinance, is a company
in which the Group, directly or indirectly, holds more than half of the issued share
capital, or controls more than half of the voting power, or controls the composition
of the board of direciors. Subsidiaries are considered to be controlled if the Company
has the power, directly or indirectly, to govern the financial and operating policies, so
as to cbtain benefits from their activities.

Minority interests in the consolidated balance sheet comprise the outside
shareholders’ proportion of the net assets of subsidiaries and are treated as a part
of equity in the consolidated balance sheet and statement of changes in equity.
Minority interesis in the results of the Group are disclosed as an allocation of the
profit for the year.

In the Company's balance sheet, investments in subsidiaries are stated at cost less
any impairment losses. The results of subsidiaries are recognised by the Company to
the extent of dividends received and receivable at the balance sheet date.

e. Jointly controlled entities

Ajointly controlled entity is an entity which operates under a contractual
arrangement between the Group or Company and other parties, where the
contractual arrangement establishes that the Group or Company and one or more
of the other parties share joint control over the economic activity of the entity.

The Group's interests in jointly controlled entities are accounted for in the
consolidated Ainancial statements under the equity method and are initially recorded
at cost and adjusted thereafter for the post-acquisition change in the Group’s share
of the jointly controlled entities’ net assets. The consclidated income statement
includes the Group’s share of the post-acquisition, post-tax results of the jointly
controlled entities for the year.

In the Company’s balance sheet, interests in jointly controlled entities are stated
at cost less any impairment losses. The results of jcintly controlled entities are
recognised by the Company to the extent of dividends received and receivable
at the balance sheet date.
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1 Principal Accounting Policies (Continued)

f.  Goodwill

Goodwill represents the excess of the cost of a business combination aver the
Group's share of the fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities.

Goodwill is stated at cost less accumulated impairment losses. Goodwill is tested
regularly for impairment.

Any excess of the Group's interest in the fair value of the acquiree’s identifiable
assets, liabilities and contingent liabilities over the cost of a business combination is
recognised immediately in the consolidated income statement.

On disposal of an entity, any attributable amount of purchased goodwill is included
in the calculation of the profit or loss on disposal.

g. Properties

1. Investment properties

Investment properties are those which are held either to earn rental income or
for capital appreciation or for both. They are stated at fair value, representing the
amount for which an asset could be exchanged between knowledgeable, willing
parties in arm’s length transaction, assessed by external qualified valuers. Any
changes in fair values are recognised in the income statement. A property interest
under an operating lease which is held for the above purposes is classified and
accounted for as an investment property.

2. Investment properties under development

Property that is being constructed or developed for future use as investment
property is Classified as investment property under development and stated

at cost, including borrowing costs capitalised, if any, and professional fees, less

any impairment losses. When the construction or development is complete, it is
reclassified as investment property at fair value. At the date of transfer, the difference
between fair value and cost is recorded in the income statement,

3. Properties under development for sale

Properties under development for sale are classified under current assets and stated
ai the lower of cost and net realisable value. Costs include the aggregate costs of
development, borrowing costs capitalised and other direct expenses. Net realisable
value represents the estimated selling price less estimated costs of completion and
costs 1o be incurred in selling the property.

4.  Completed properties for sale

Completed properties for sale are classified under current assets and stated at the
lower of cost and net realisable value. Cost is determined by apportionment of
the total development costs, including borrowing costs capitalised, attributable
to unsold units. Net realisable value represents the estimated selling price as
determined by reference to management estimates based on prevailing market
conditions, less costs 1o be incurred in selling the property.
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1 Principal Accounting Policies (Continued)

h. Otherfixed assets
1. Cther fixed assets are stated at cost less accumulated depreciation and any
impairment losses.

2. legsed assets

(i} Classification of assets ieased to the Group

Leases of assets under which the lessee assumnes substantially all the risks and
benefits of ownership are classified as finance leases. Leases of assets under which
the lessor has not transferred all the risks and benefits of ownership are classified
as operating leases, with the following exceptions:

. property held under operating leases that would otherwise meet the definition of
an investment property is classified as an investment property on a property-by-
property basis; and

- land held for own use under an operating lease, the fair value of which cannot
be measured separately from the fair value of a building situated thereon at the
inception cf the lease, is accounted for a5 being held under a finance lease, unless
the building is also clearly held under an operating lease. For these purposes, the
inception of the lease is the time that the lease was first entered into by the Group,
or taken over from the previous lessee, or ai the date of construction of those
buildings, if later.

(i) Assets acquired under finance leases

Where the Group acquires the use of assets under finance leases, the amounts
representing the fair value of the leased asset, or, if lower, the present value of

the minimum lease payments, of such assets are included in fixed assets and the
corresponding liabilities, net of finance charges, are recorded as obligations under
finance leases. Depreciaticn is provided at rates which write off the cost or valuation
of the assets over the term of the refevant lease ar, where it is likely the Company or
Group will obtain ownership of the asset, the life of the asset, as set out in note 1{i).
Finance charges implicit in the lease payments are charged to the income statement
over the period of the leases so as to produce an approximately constant periodic
rate of charge on the remaining balance of the ohligations for each accounting
period. Contingent rentals are written off as an expense of the accounting period

in which they are incurred.

(iii) Operating leases charges

Where the Group has the use of assets held under operating leases, payments made
under the teases are charged to the income statement in equal instalments over the
accounting periods covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in the income statement as an integral part
of the aggregate net lease payments made. Contingent rental are charged to the
income statement in the accounting peried in which they are incurred.
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1 Principal Accounting Policies (Continued)

i. Depreciation

1. Investment properties

No depreciation is provided for investment properties and investment properties
under development.

2. Other fixed assets
Depreciation on other fixed assets is provided so as to write off the cost on a straight
line basis over their estimated useful lives as follows:

Buildings 50 years or unexpired lease term,
whichever is shorter

Furniture and equipment 4-20 years

Mator vehicles 5 years

j-  Derivative financial instruments

Derivative financial instruments are initially stated at fair value. Changes in the fair
value of derivatives are recognised in the income statement, except where the
derivatives are held as hedging instruments in a cash flow hedge of committed
future transactions, in which case the changes in the fair value are recognised in
equity 1o the extent that the hedge is effective.

k. Impairment of assets

An assessment is carried out at each balance sheet date to determine whether there
is any indication that assets other than investment properties are impaired. If any
such indication exists, the recoverable amount of the asset, being the greater of

its net selling price or value in use, s estimated. The carrying amount of the asset

is reduced to its recoverable amount where appropriate. Such impairment loss is
recagnised in the income statement.

A reversal of impairment losses is limited 1o the asset’s carrying amount that would
have been determined had no impairment loss been recognised in prior years.
Reversals of impairment losses are credited to the income statement in the year in
which the reversals are recognised. An impairment loss in respect of goodwill is
not reversed,

I.  Trade and other receivables

Trade and other receivables are initially recognised at fair vaiue and thereafter

stated at amortised cost Jess impairment losses for bad and doubtful debts, except
where the receivables are interest-free loans or the effect of discounting would be
immaterial. fn such cases, the receivables are stated at cost less impairment losses for
bad and doubtful debts.




1 EESFERE®

m. RERAEEEN
REMBE2ERMEBRTRFHEZES - ¥R
TRACMBBEBZZAER  REENRRE
H2iRE MERFESREABEEEZLART
TS HAREABRBLAERE - iR
ABRENBRANS  RERASSEANERAR
EXMERATEARETRTZRITES -

n. BARRERMGESR

PR B AR e D T EEE - HEE
HERAAR  BUMEREELIEAR  RIEX
EME -

oo THRAMEER
TRERAERERARAERUECNEEAR
RAERAB-—NEFE ENTREREZEE
BERKBFZNERAMBER - RETARE
AM@ERE -  ARSNcATERAENBAR
EHSERAZMIEFEETE « XM HRBEHEK
TRERNEER AEEBNMOUKIH - M
SRASBSATRERE  WHARRES T
TR -

p. HEBHE
AEEHARATEAEERIRERER - 71K
MRE - HHREEREBHERAE - KEEED
BEM ZHEARBAERIREEFHM kSR
MR -

1 Principal Accounting Policies (Continued)

m. Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits
with banks and other financial institutions, and short-term, highly liquid investments
that are readily convertible intc known amounts of cash and which are subject to an
insignificant risk of changes in value. Bank overdrafts that are repavable cn demand
and form an integral part of the Group's cash management are also included as a
cormponent of cash and cash equivalents for the purpose of the consolidated cash
flow statement.

n. Trade and other payables

Trade and other payables are initially recognised at fair value and thereafter stated at
amortised cost unless the effect of discounting would be immaterial, in which case
they are stated at cost.

0. Convertible cumulative preference shares

The component of the convertible cumulative preference shares that exhibits
characteristics of a liability is recognised as a liability in the balance sheet. The
corresponding dividends paid to the preference shareholders are recognised as
finance costs in the income statement. On issuance of the convertible cumulative
preference shares, the fair value of the liability cornponent is determined using a
market rate for an equivalent non-converiible bond; and this amount is carried as a
liability on the amortised cost basis until extinguished on conversion or redemption.
The remainder of the proceeds is allocated to the conversion option that is
recognised and included in shareholders'equity.

p. Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fafr value less

attributable transaction costs. Subsequent to initial recognition, interest-bearing
borrowings are stated at amortised cost with any difference between costs and
redemption value being recagnised in the income statement over the period of the
borrowings using the effective interest method.
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1 Principal Accounting Policies (Continued)

q. Borrowing costs

Borrowing costs are expensed in the income statement in the period in which they
are incurred, except to the extent that they are capitalised as being attributable to
the acquisition, construction or production of an asset which necessarily takes a
substantiaf period of time to get ready for its intended use or sale.

The capitalisation of borrowing costs as part of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing costs are being incurred

and activities that are necessary (o prepare the asset for its intended use or sale

are in progress. Capitalisation of borrowing costs is suspended or ceases when
substantially all the activities necessary to prepare the qualifying assets for its
intended use or sale are interrupted or complete.

r.  Provisions and contingent liabilities

Provisions are recegnised for liabilities of uncertain timing or amount when the
Company or the Group has a legal or constructive obligation arising as a result of
past event, it is probable that an outflow of economie benefits will be required to
settle the obligation and a reliable estimate can be made.

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote.

5. Revenue recognition

Provided it is probable that the economic benefits will flow to the Group and the
revenue and costs, if applicable, can be measured reliably, revenue is recognised in
the income staterment as follows:

1. Sale of properties

Revenue from sale of completed properties is recognised upon the signing of
sale and purchase agreements or the issue of occupation permit by the relevant
government authorities, whichever is the later.

2. Rentalincome

Rental income under aperating leases is recognised on a straight line basis over the
terms of the respective leases. Contingent rentals are recognised as income in the
accounting period in which they are earned.

3. Interestincome
Interest on bank deposits is recognised as it accrues using the effective
interest method,

4. Dividends
Cividends are recegnised when the right 1o receive payment is established.
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1 Principal Accounting Policies (Continued)

t. Taxation

Income tax for the year comprises current tax and movements in deferred tax assets
and liabilities. Current tax and movements in deferred tax assets and liabilities are
recognised in the income statement except to the extent that they relate to items
recognised directly in equity, in which case they are recognised in equity.

Current tax is the expected tax payable on the taxable income for the year, using
tax rates enacted or substantively enacted at the balance sheet date, and any
adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences respectively, being the differences between the carrying amounts of
assets and liabilitiss for financial reporting purposes and their tax bases. Deferred
tax assets also arise from unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax
assets 1o the extent that it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised. The limited exceptions to
recognition of deferred tax assets and liabilities are those temporary differences
arising from goodwill not deductible far tax purposes and the initial recognition

of assets and liabilities that affect neither accounting nor taxable profits.

The amount of deferred 1ax recagnised is measured based on the expected manner
of realisation or settlement of the carrying amount of the assets and liabilities, using
tax rates enacted or substantively enacted at the balance sheet date, Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheat date
and is reduced to the extent that it is no longer probable that sufficient taxable
profits will be available 1o allow the related tax benefit to ke utilised. Any such
reduction is reversad to the extent that it becomes probable that sufficient taxable
profits will be available.

u. Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign exchange
rates ruling at the transaction dates, Monetary assets and liabilities denominated in
foreign currencies are translated at the foreign exchange rates ruling at the balance
sheet date, Exchange gains and losses are recognised in the income statement.

The results of foreign operations are translated in Hong Kong dollars at the
exchange rates approximating the foreign exchange rates ruling at the dates of the
transactions. Balance sheet items are translated into Hong Kong doliars at the foreign
exchange rates ruling at the balance sheet date. The resulting exchange differences
are recognised directly in a separate component of equity.

On disposal of a foreign operation, the cumulative amount of the exchange
differences recognised in equity which relate to that foreign operation is included
in the calculation of the profit or loss on disposal.
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1 Principal Accounting Policies Continued)

v. Related parties

Parties are considered to be related to the Group if the Group has the ability, directly
or indirectly, to control the party or exercise significant influence over the party

in making financial and operating decisions, or vice versa, or where the Group

and the party are subject to common centro! or common significant influence.
Related parties may be individuals (being members of key management personnel,
significant shareholders and/or their close family members) or other entities and
include entities which are under the significant influence of related parties of the
Group where those parties are individuals, and post-employment benefit plans
which are for the benefit of employees of the Group or of any entity that is a related
party of the Group.

w. Segment reporting

A segment is a distinguishable component of the Group that is engaged in providing
products or services (business segment), or in providing products, or services within
a particular economic environment (gecgraphical segment), which is subject to risks
and rewards that are different from those of other segments.

In accordance with the Group’s internal financial reporting, the Group has
determined that business segment be presented as the primary reporting format
and geographical segment as the secondary reporting format.

Segment revenue, expenses, results, assets and liabilities include iterns directly
attrioutatle to a segment as well as those that can e allocated an a reasonable
basis to that segment. Segment revenue, expenses, assets, and liabilities are
determined before intra-group balances and intra-group transactions which are
eliminated as part of the consolidation process, except to the extent that such
intra-group balances and transactions are between group cempanies within a
single segment. Inter-segment pricing is based on similar tarms as those available
to other external parties.

Segment capital expenditure is the total cost incurred during the period on
additions of segment assets {both tangible and intangible) that are expected
to be used for more than one pericd.
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1 Principal Accounting Policies (Continued)

x. Employee benefits

1. Contributions to defined contribution retirement schemes

Obligation for contributions to defined contribution retirement schemes, including
those payable under the Heng Kong Mandatery Provident Fund Schemes Ordinance,
are expensed in the income statement as incurred,

2. Share-based payments

The fair value of share options granted to employees is measured at grant date,
taking inte account the terms and conditions upon which the options were granted,
and is expensed on a straight line basis over the vesting period taking into account
the probability that the options will vest, with a corresponding increase in equity
(Employee share-based compensation reserve).

At the time when the share options are exercised, the related capital reserve is
transferred to share capital and share premium, together with the exercise price. If
the options lapse, the related capital reserve is iransferred directly to retained profits.

2 Changes in Accounting Policies

The HKICPA has issued a number of new and revised HKFRSs which are effective for
the Group's accounting perieds beginning on or after 1 July 2005.

The Group adopted in advance the following HKFRSs in the preparation of the
financial statements for the year ended 30 June 2005:

- Hong Keng Accounting Standard 40 (HKAS 40 - Investment Property

» Hong Kong (SIC) interpretation 21 (HKSIC-Int 21') - Income Taxes — Recovery of
Revalued Non-Depreciable Assals

The financial impact as a result of the adoption of HKAS 40 and HKSIC-Int 21 was
summarised in note 1(b) of the 2005 annual report of the Group.

The accounting policies of the Group after the adoption of the new and revised
HKFRSs first applied in current year's financial statements have been summarised in
note 1. The following sets out information on the significant changes in accounting
policies for the current and prior accounting periods reflected in the financial
statements.
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2 Changes in Accounting Policies (Continued)

a. HKFRS 3'Business Combinations’

In prior years, positive goodwill arising on or after 1 July 2001 was amortised on

a straight line basis over its estimated useful life and was subject to impairment
testing when there were indications of impairment, Negative goodwill which zrose
on or after 1 July 2001 was amortised over the weighted average useful life of the
depreciable/amortisable non-monetary assets acquired, except to the extent it
related to identified expected future losses as at the date of acquisition. In such cases
it was recognised in the income statement as those expected losses were incurred,
Positive and negative goodwill which arose prior to 1 July 2001, were taken directly
to capital reserves in accordance with the transitional provisions set aut in the
Statement of Standard Accounting Practice 3G'Business Combinations’

With effect from 1 July 2005, in accordance with HKFRS 3 Business Combinations'
and HKAS 36 Impairment of Assets; the Group no longer amortises positive
goodwill. Such goodwill is tested for impairment. Impairment losses are recognised
when the carrying amount of the cash generating units to which the goodwill has
been allocated exceeds its recoverable amount. Negative goodwill is recognised
immediately in the income statement as it arises.

This change in accounting policy has been adopted prospectively from

1 July 2005. The Group’s negative goodwill of $275.3 million previously credited 1o
capiial reserve has been transferred to retained profits. The net effect of the abave
transfer has increased retained profits by $275.3 million and reduced capital reserve
by the same amount,

b. HKAS 32 ‘Financial instruments: Disclosure and Presentation’ and
HKAS 39 ‘Financial instruments: Recognition and Measurement’

1. Derivatives and hedging

In prior years, the Group’s derivative financial instruments which were mainly used

to manage the Group’s exposure to interest rate fluctuation were recognised on an

accrual basis.

With effect frorn 1 July 2005, and in accordance with HKAS 39, all derivative financial
instruments entered into by the Group are stated at fair value. Changes in the fair
value of derivatives held as hedging instruments in a cash flow hedge of committed
future transactions are recognised in equity to the extent that the nedge is effective.
Any ineffective portion of the changes in fair value of the derivatives is recognised in
the income staterment.

This change was adopted by reducing the opening balance of the retained profits as
at 1 July 2005 by $20.8 million. Comparative amounts have not been restated as this
is prohibited by the transitional arrangements in HKAS 39. As a result of this policy,
net profit for the current year increased by $20.8 millicn.
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2 Changes in Accounting Policies (Continued)

o

HKAS 32 ‘Financial instruments: Disclosure and Presentation; and
HKAS 39 ‘Financial instruments: Recognition and Measurement’
(Continued)

2. Reclassification of convertible cumulative preference shares

In prior years, convertible cumulative preference shares were classified as equity
based on their legal farm, Dividends paid to the preference shareholders were
presented as a distribution to equity participants.

With effect from 1 July 2003, in accordance with HKAS 32, the classification

of convertible cumulative preference shares is based on the substance of the
contractual agreement, On the issue of the convertible cumulative preference
shares, the fair value of the liability component is determined using a market rate
for an equivalent non-convertible preference share; and this amount is carried as a
long term liability on the amaortised cost basis until extinguished on conversion of
redemption. The remainder of the proceeds is allocated to the conversion option
that is recegnised and included in shareholders’ equity. The carrying amount of the
convarsion option is not remeasured in subsequent years. The dividends paid to
the preference shareholders of $17.2 million (2005; $27.5 million} for the year are
recognised as finance costs in the consolidated income statement.

The change in accounting policy has been adopted retrospectively by reducing

the opening balance of share capital at 1 July 2005 by $434.4 million (2004: $563.6
million) and increasing the equity component of convertible cumulative preference
shares by $79.4 million (2004: $103.0 million).

<. HKFRS 2'Share-based payment’

In prior years, no amounts were recognised when employees were granted share
options over shares in the Company. If the empioyees chose 1o exercise the options,
the nominal amount of share capital and share premium were credited only to the
extent of the option’s exercise price received.

With effect from 1 July 2005, in arder to comply with HKFRS 2, the Group recognises
the fair value of such share options as an expense in the income statement, or as an
asset, if the cost qualifies for recognition as an asset under the Group’s accounting
policies. A corresponding increase is recognised in a capital reserve within equity.

Where the employees are required to meet vesting conditions before they become
entitled to the options, the Group recognises the fair value of the options granted
over the vesting period taking into account the probabilities that the options will
vest, Otherwise, the Group recognises the fair value in the period in which the
options are granted.
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2 Changes in Accounting Policies (Continued)

¢.  HKFRS 2'Share-based payment’ {Continued)

If an employee chooses 1o exercise the options, the related capital reserve is
transferred to share capital and share premium, together with the exercise price, If
the options lapse, the related capital reserve is transferred directly to retained profits,

The new accounting policy has been applied retrospectively with comparatives
restated. The opening balance of retained profits as of 1 July 2005 as a result of the
change of the policy decreased by $36.9 million (2004: $4.0 million) and the Group’s
profit after taxation for the current year decreased by $20.8 million (2005: $32.9
million), with the corresponding amounts credited to the capital reserve.

d. Presentational changes

In order to enhance the understandability of the financial statements, some items
on the balance sheets have been reclassified and certain comparative figures have
been restated according to the new classification. The application of the new
HKERSs has also resulted in changes in the presentation of the financial statements
retrospectively with comparatives restated to conform to the current year's
presentation, in respect of the following:

1. In prior years, minority interests were presented in the consolidated balance
sheet separately from liabilities and as 2 deduction from net assets. Financial resuits
shared by minority interests were separately presented in the consolidated income
staternent as a deduction befare arriving at the profit attributable to shareholders.

With effect from 1 July 2005, in order to comply with HKAS 1 ‘Presentation of
Financial Statements'and HKAS 27 ‘Consolidated and Separate Financial Statements’
rminority interests are presented in the consolidated balance sheet within equity,
separately from the equity attributable to the shareholders of the Company, and the
results shared by minority interests are presented on the face of the consolidated
income statement as an aliccation of the attributable profit between the minority
interests and the shareholders of the Company.

2. In prior years, share of jointly controlled entities'taxation was presented

as a component of taxation in the income statement. On adoption of the

HKAS 1, share of jointly cantrolled entities’ taxation is presented net of the share
of jointly controlled entities’ profit,
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2 Changes in Accounting Policies (Continued)

e. Summary of the effect of changes in the accounting policies
HoFERFLA-RR-FEOE 1. Effect on opening balance of total equity at 1 July 2005 and 1 july 2004

+thH-BzRBER GRS

RE
Shareholders’equity
g fREAET jigte 1 &t
Share Retained Capital
HESEE T in HKS mitlion capital profits raserves Total
RZEZEL%+H-H AT T July 2005
LR Frior period adjustments
HKAS 32 HKAS 32 (4344) - 794 (355.0)
HKFRS 2 HKFRS 2 - (369) 369 -
(4344} (369} 116.3 {3550}
FHARE Opening adjustments
HKAS 39 HKAS 39 - (208} - (208}
HKFRS 3 HKFRS 3 - 2753 {275.3) -
BREFERER/ (Hl)a8 Total increase/(decrease) in shareholders' equity (4344) 2176 (159.0) {3758}
R-EFmNE+A-A A1 July 2004
R Prior period adjusiments
HKAS 37 HKAS 32 (5636) - 1030 {460.6)
HKFRS 2 HKFRS 2 - {40} 40 -
BEEDER/ (REE Total increase/(decrease) in shareholders' equity (5636) {40) 1070 (4606)
HRFELERFZE 2. Effect on net profit attributable to shareholders
HEESHETHIT in HKS million 2006 2005
HKAS 39 HKAS 39 20.8 -
HKFRS 2 HKFRS 2 (20.8) (329)
BEREEHNE AR Total decrease in net profit attributable to sharehclders - (329)
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2 FERES5H:

f. ARHYEREEATIETEAHM
LERMESRERZHEARNRIE - BRRZE
LUXRRETEHREE S HFEREA

2.

HKIFRIO-Int 4 - MERHEGESHE
HKFRS7 - &R TR : B R

HKAS39Z 455 - &I A - @ikia

- MAREARRMZS 2 RERRENGHE
- MBREAD
AEB(CFTRFRANMFET)IMET
I BB BT -

- HKAS1 - BiB%R% 225
- HKAS 27 - & BRI HBBE
« HKFRS 3 - #3414

HKASTZ 28] - MBHRZ 27 A4ER

.
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2 Changes in Accounting Policies Continued)

f. No early adoption has been applied for the following new Standards or
Interpretations which have been issued by the HKICPA but are nat yet effective, The
adoption of such Standards or Interpretations will not result in substantial changes
to the Group’s accounting policies.

HK(IFRIC)-Int 4, Determining whether an arrangement contains a lease
HKFRS 7, Financial instruments: disclosures
Amendments to HKAS 39, Financlal instruments: Recegnition and measurement:

« Cash flow hedge accounting of forecast intragroup transactions
- Financial guarantee contracts

Amendments, as a consequence of the Hong Kong Companies (Amendment)
Ordinance 2005, to:

« HKAS 1, Presentation of financial statements
+ HKAS 27, Consolidated and separate financial statements
+ HKFRS 3, Business combinations

Amendments e HKAS 1, Presentation of financial statements: capital disclosures
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3 Turnover and Segment Information

The principal activities of the Campany, which is incorporated in Hong Kong,
are investment holding and, through its subsidiaries, property leasing, property
development for sale and investment, car park management and property
management.

Turnover represents revenue from property leasing and sales. An analysis of turnover
by business and geographical segments is set out below.

a. Business segment
1. Segment revenue and results

DEEA SEES
Segment revenue Segment results
§37))
{restated)
HEREETE in HKS mitlion 2006 2005 2006 2005
NERE Property leasing 2,678.2 24224 2,058.7 18370
MEEE Property sales 1,062.4 45329 2935 16128
3,7406 65553 2,352.2 34498
Ha A (Other income 3172 1055
THER Administrative expenses {205.5) (1540}
BEHF Qperating profit 2,463.9 34013
REMEZNTEBN Increase in fair value of invesiment properties
-RET - property leasing 3,4382 54029
MEER Finance costs {415.8) (255.7)
FEEEENREN Share of profits of jointly contralled entities
i - property leasing 90.3 1183
B iR ia Profit before taxation 5,576.6 86668
2 PEHETERAH 2. Segment assets and liabilities
AA Al
Assets Liabilities
{E5) (1 5)
{restated) [restated)
HEBEETHE in HKS million 2006 3005 2006 2005
WERA Property leasing
FRAREKEAR The Company and its subsidiaries 42,9273 37.956.1 980.5 10456
BERT Jointly controlled entities 551.0 4824 - -
MEHE Property sales 10,829.7 11,356.8 3204 398.2
mABRE) Unallocated (Note} 6,058.2 3,3003 14,776.2 10,3969
60,366.2 53,0956 16,0771 11,8407
Hiat - Note:

FAHZRRIERENSRLRAER  BERER
FRETARENATZEATER(ZFFRE =12
ETHENTER)  BTLAHBRBRAERNATRE
ATRAEET(ZFERF E+-E-T=ER+E
RIARERAR - ECTREHER(ZFERE
BY: _TEEATAB=4ERT)  AEAZTAR
ETRE-+ER(ZFRAF: —tHE=-T=8R
+8mr) -

Unaliocated items mainty comprise financial and corporate assets including cash and deposits
of $5,983.6 million (2005: $3,205.8 million), interest-bearing borrowings including bank loans of
58,4540 million (2005: $4,113.4 million) and other lizbilities of $2,070.7 million {2005 restated:
$2,498.3 million), and taxation of $3,956.2 million (2005: $3,423.5 million).
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3 Turnover and Segment Information (Continued)

Business segment (Continued)
3. Capital expenditure and depreciation

i F #é
Capital expenditure Depreciation
HANENTHE it FKS milion 2006 2005 2006 095
mERT Property leasing 1,216.9 560.5 42 33
b. #EH b. Geographical segment
1. TERARES 1. Segment revenue and results
RN SEHES
Segmeni revenug Segment results
(&5
(restated)
LEREETHE in HKS mitfion 2006 2005 2006 2005
Y5 Group
B Hong Korg 3,018.7 63877 1,797.1 30335
R Mainland China ma 5676 555.1 4163
3,740.6 69553 2,352.2 34498
BELA Jointly controlled entities
L &i Hong Kong 90.3 1183
2. DHIE 2. Segmentassets
HESEA T in HKS miltion 2006 2005
Fik Hong Xeng 44,461.8 41,8857
hEIA Mainland China 9,295.2 74272
53,757.0 463129
3 B3Hs 3. Capital expenditure
HERBE T in HKS million 2006 2005
i Hong Kang 111.9 757
T E Mainland China 1,105.0 4845
1,216.9 5605
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4 BRBUATRA

4 Profit Before Taxation

EI Goup
(&5)
(resiated)
HESEEETHHE i HKS milfion 2006 2005
BREMHEMSMETIEER Profit before taxation is arrived at after charging:
ARTEAMBEZ RTEHR Interest on bank loans and other borrowings
HizfgEz e repayable within 5 years 2499 %6.1
ARTEEREZ RITEEHE Interest an bank loans repayable after 5 years 107.3 358
FEBRHERA Finance lease charges 41.5 516
AR R AR T AR A (R LD Dividend on convertible cumulative preference shares (Note i) 17.2 275
A EBEERL Other ancillary borrowing costs 54.5 448
EELHEH Total borrawing costs 476.4 7759
B BESEER (i) Less: Borrowing costs capitalisec (Note i) {60.6) 202
AR finance costs 4158 2557
hBEAME Auditors remuneration
- HERE® - audit services 4.2 39
—Hinfgfs - other services 0.6 21
k] Depreciation 42 33
SHEMEZRE Cost of propearties sold 728.8 27201
BEHORA  OERMES-TZEETER Operating lease charges, including contingent rentals
(ZEBRF —THREATER) of $23.5 million {2005: $16.9 million) 100.2 828
RIS BERARERE-TEATHR Staff costs, including employee share-based payment expenses
(ZZ2n% —F-BhtER) of $208 million {2005; $32.9 million) 276.2 7672
R and after crediting;
BeWA  DHBRESTEABE-FRE=HTET  Rentalincome less direct cutgoings of $615.3 milfion
(CEZRE  AEAF-E-TET) 85 12005: $582.1 miltion), inciuding contingent rentals
ZRBe-E-TER(ZFFHF ! of $110.0 million (2005: $84.6 miltion)
NTEESTET) 2,062.9 18403
FE A Interest income 2531 1055
BaE - Note:

i) BP—AAZE+T—ARTEREALFHEELZIA () The convertible cumnulative preference shares of $7.500 each issued in November 1993 bear
BEZREAE TLBREE—TETZHEEERE  dividend at 55% per annum on a reference amount of US$1,000 each. The preference dividend was
SEFTEREE - BEEBRLNYAEHE-ST  paid up o 26 June 2006, the date of compulsory conversion of all of the outstanding convertible
SEARHAZ+ABL - NBRMBOMAERADRZT  cumulative preference shares,

mREREARLE -

() BEGHECERLLESEESZA(ZERE (i} The borrowing costs have been capitalised at an average rate of 5.09 (2005: 1.8%) per annum for
F:ASZ-BMNZEEEASRE-. properties under development.
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5 Emoluments of Directors and Senior Management

The Nemination and Remuneration Committee consists of four Independent
Non-Executive Directors. The Committee makes recommendation to the Board on
the Directors remuneration packages and terms of employment. The emoluments
of Directors are determined by the scope of responsibility and accountability, and
individual performance of directors, taking into consideration of the Company's
performance and profitability, market practice and prevailing business conditions.

a. Directors’emoluments
Directors' emaoluments disclosed pursuant to Sections 161 and 1614 of the Hong
Kong Companies Ordinance are as follows:

LENEELIH in HKS miflion 7 AEMY

REE REREE
e jigrTil] MEiELL B JHE Bt

Salaries, Group's

i allowances and Discreticnary Share-based contributions to
e Name Fees benefits in kind bonuses compensation  retirement schemne Total
BRE Ronnie C.Chan 02 76 52 30 08 168
E) 55.Yin 01 - - - - 0.1
2R Nelson WL Yuen 01 73 50 42 09 175
[E3 Ronald J. Arcull 02 - - - - 02
ZE Laura LY. Chen 02 - - - - 0.2
B HK. Cheng 02 - - - - 02
R (D Wilfred S.L. Ho (Note i) 0 05 - 33 20 59
3ty PW. Liu 0.2 - - - - 02
Rtx Terry 5. Ng 01 38 23 19 0.2 83
& (A3 (B 2t William PY. Ko {Note ii) 01 1.5 07 13 02 38
(R (R i) Estella YK. Ng {Note ii) ¢ 15 05 1.2 01 34
ZTBRE 2006 16 222 137 149 42 566
BRR Ronnie C. Chan 02 44 66 57 04 173
BHE $5.¥in 01 - - - - 0.1
RER Nelson WL Yuen 0.1 12 63 80 16 202
OEE Ranald J. Arcull 02 - - - - 02
=3 SH Laura LY. Chen 0.2 - - - - 02
e 32 HK. Cheng 02 - - - ~ 02
MR Wilfred SL Ho 0. 19 29 37 02 88
B PW. Liu 02 - -~ - - 0.2
RIn Terry S.Ng 01 22 33 37 01 94
“EFLFE(EN) 2005 (restated} 14 127 191 21 23 56.6

ik Notes:

(f HRALCHR_FFAFAA—AET -

i) FEREERBESB LT R _SEREAA—OK
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(it MrWilfred SL. Ho retired on 1 September 2005.

(i) MrWilliam PY. Ko and Ms Estella YK. Ng were appointed as directors on | September 2005,
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5 Emoluments of Directors and Senior Management

(Continued)

a. Directors’ emoluments (Continued)

Payment of bonus to Executive Directors, due at the end of a financial year ending
30 June, is normally made in August/September of the following financial year and is

reflected in the latter year's financial staternents,

In addition to the above emoluments, certain directors were granted share options
under the share gption scheme of the Company and its ultimate holding company,
Hang Lung Group Limited. Details of the share options granted by the Company are

disclosed in note 29 to the financial statements.

b. Emoluments of the highest paid employees

The emoeluments of the five highest paid individuals in the Group whe are also

directors for 2006 (2005: 4 directors), are as follows:

£8 Group
(&)
{restated)
HESEERAHE in HKS million 2006 2005
ok Fees 0.6 06
¥t U REDNG Salaries, allowances and benefits in kind 210 14.2
LA Discreticnary bonuses 13.2 19.2
RiEmE Share-based compensation 13.7 11
AEHEHERSHE®E Group's contributions to retirement scheme 4.1 39
52.6 590

BAEBIE T F TR The above emolurments fall within the following bands:
A8
Number of incividuals

{E30)
{restated)
2006 2005
$3000001  — $3,500,000 - 1
§4000001  — 34,500,000 1 -
§5,500001  — $6,000,000 1 -
58000001  — 58,500,000 1 -
§8,500001  — $9,000,000 - 1
$6,000001  — $9,500,000 - 1
$16,500001 — $17.000,000 1 -
§17000001 — $17.500,000 1 1
20,000,001 — $20,500,000 - 1
5 5

¢ BE-ZZERER-BEREFAAZTELE
FEA - HRALIEERSETHAB AT

EEAMBHENEo ENBARE -

¢ During the years ended 30 June 2005 and 2006, there were no amounts paid
to directors and senior executives above for compensation for loss of office and

inducement for joining the Group.
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6 Taxation in the Consolidated Income Statement

a. Taxation in the consolidated income statement represents:

£8 Group
(H7)
{restated)
HENEE T i RS million 2006 2005
=EHE Current tax
FEEREFEH Hong Kong Profits Tax for the year 150.5 4080
BEEEZEBIR/(5R) Under/(Over)-provision in prior years 0.8 {99)
151.3 398.1
AE[ DAY PRC Income Tax for the year 519 142
WA Deferred tax
HEREETEE AR 70) Crigination and reversal of temporary differances (Nate 17(b)) 799.8 1,1703
1,003.0 15826

ERMIGH RH B S HBER R RFNZ &
SERBEHARRUBE TR H BT RE
HL=+ZiHE -

b, BEZR¥TAE AZTALEEZREES
ELORBR—FTN\BA+BRT(ZFFRE: _
FIOENERT) B ARG BN -

¢ BHEXhAASEFLIMBERHE Y
HE -

Provision for Hong Keng Profits Tax and PRC Income Tax is calculated at 17.5% and
33% respectively of the estimated assessable profits for the year.

b.  Share of jointly controlled entities' taxation for the year ended 30 June 2006
of $18.9 million {2005: $24.8 miliion) is included in the share of profits of jointly
controlled entities.

€. Reconciliation between tax expense and accounting profit at applicable tax
rates:

(H5)

(restated)

LR EHTHE in HKS milfion 2006 2005
B BtATE A Profit before taxation 5,576.6 86668
ERBEEN AR E e Tax on profic before taxation at applicable rates 1,134.7 16712
REEELRENZHEEE Tax effect of share of profits of jeintly controlled entities {18.9) (248)
FERHEAZRERS Tax effect of non-taxable income (78.0) {285)
FMETH s BARR Tax effect of non-deductible expenses 16.4 132

EERZERGARL AR Tax effect of tax losses utilised and

MENERIHAYSE other deductible temporary differences (56.2) (344)
REBZUBEERzHAYE Tax effect of unrecognised tax lasses 134 43
Hid Others (9.2) (@.5)
BUEFEZBELR/ (1) Under/(Cver)-provision in prior years 0.8 {99)
KA S Actual tax expense 1,003.0 15826
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7 BRERELSEFR 7 Net Profit Attributable to Shareholders

BRERERAEANBERLBMEFREANZHEFA  Net profit attributable to shareholders includes a profit of $1,417.0 million (2005
THE-F+EBAT(ZTERFEY - TMEE  restated: $1,452.7 million) which has been dealt with in the financial statements of

ATZBEETET) - the Company.
8 KE 8 Dividends
a. TEERE a. Dividends attributable to the year
LR i HKS milfion 2006 2005
EfREEPERAGRT = Interim dividend declared and paid of 13 cents
(Z2EHEF: T2 {2009: 13 cents) per share 4817 4788
REBREBRERBEREER=T/I  Final dividend of 38 cents (2005: 37 cents} per share proposed
(ZBERE: =+l after the balance sheet date 14181 13638
1,899.8 18426

REBBERES FBARS - ABEESEHERA  The final dividend proposed after the balance sheet date has not been recognised as

ZHfE- a liability at the balance sheet date.
b. t—HMBEEZRENFREERRS b. Dividends attributable to the previous financial year, approved and
paid during the year
LERBETIH in HKS million 2006 2005
L-HRSERMREHEALLE Final dividend in respect of the previcus financial year,
REFER=T1Mh approved and paid during the year of 37 cents
(ZBERT: =+=1) (2005: 33 cents) per share 1,363.8 10890
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9 BREFN 9 Earnings Per Share

a. EREFREBARMDETIIHENTH a. The calculation of basic and diluted earnings per share is based on the following
data:
(E5)
frastated)
HEZEFHTHT in XS mitiion 2006 2005
RBEGHERERERH B Earnings for calculation of basic earnings per share
(MR B SR {net profit attributable to shareholders) 4,402.6 68125
HEBEER 2B ERH 88 Effect of dilutive potential shares
ARERBARRE Dividend on canvertible cumulative preference shares 17.2 275
BLGHHEREERH 2 B Eamnings for calculation of diluted earnings per snare 4,419.8 56,8400
2006 2005
RAHHBRAREN 2B Weighted average number of shares used in
REFYE calculating basic earnings per share 3,693,251,337  3513,680303
ARSERzBCR BY Effect of dilutive patential shares
B EiE Share options 8,001,122 5,745,770
AR ERTLR Convertible cumulative preference shares 37,061,818 44,362,890
BRGHERRERR2 Weighted average number of shares used in
BHmETss calculating diluted earnings per share 3738314277  3,563,788,963

b. BREFREMEN(TRESHMBELER b, The calculation of basic and diluted earnings per share excluding changes in fair
MELBERBSE2IAMEDLTEBE) IR value of investment properties net of deferred tax and minerity interssts is based on

WA T @ 8 2 MM i the profit adjusted as follows:

{#5)}

(restated)

LERBH T in HKS mifion 2006 2005

RERESH Net profit attributable to shareholders 4,402.6 68125
BEDEATERS 7 & Effect of changes in fair value of investment properties (3.415.5) {5,125.1)

HEERRIE, ¥ 8 Effect of coresponding deferred tax 639.9 8283

RUSHHEREZREN 8RB EH Adjusted earnings for calculation of basic earnings per shara 1627.0 25157

ABERERZEERG2ES Effect of dilutive potential shares
AaRAREERES Dividend on convertible cumulative preference shares 17.2 275
AU HEREMRTZEEE2T Adjusted eamings for calculation of diluted earnings per share 1,644.2 25432
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10 BEEE-5HE 10 Fixed Assets - Group
, gR= .
HEDE REDE i &t
Investment
Investment  properties under
LB EE T in HKS mitlion properties development Others Tatal
MAERE : Cast or valuation:
R-EEMELA—H At T July 2004 30,5621 12866 56.1 31,9048
RE Additians 66.9 4854 82 5605
HE Disposals - - nn 0.1}
N Increase in fair value 54029 - - 54029
BR_ERNFEAAZTH At 30 June 2005 and 1 July 2005
R_BTAF+A—H 36,0319 17720 64.2 37.868.1
wE Additions 1199 10848 12.2 12169
e Disposals - - (23) (23)
wREEM increase in fair value 34382 - - 34382
R-EBAEAASTH At 30 June 2006 39,5900 28568 744 425209
Rt Accunulated depreciation:
R_ZEMELB—B AL July 2004 - - 141 141
EFERE Charge for the year - - 33 33
AL &EHa Written back on dispasals - - 01N 0.1}
R-EETRF~A=+H At 30 June 2865 and 1 July 2005
E_2Z75+A-R - - 173 173
KEENE Charge for the year - - 42 42
EHEED Written back on disposals - - (1.7) (1.7)
RZEEREXAZTH At 30 June 2006 - - 198 168
B RE Net book value:
R-EEAFEAAZTA At 30 June 2006 395800 28568 543 425011
RZEFREAA=1A Al 30 June 2005 360319 17720 469 37,8508
AFTEERSNAZTAZHASE Costor valuation of the fixed assets
FEERT - at 30 June is made up as follows;
ZEEX 2005
RAE] Valuation 36,5900 - - 39,5900
| KAE Cost - 28508 741 29309
1
1 39,5900 2,856.8 741 425209
| = FTEHE 2005
| Valuation 360319 - - 36,0316
| AE Cost - 17720 64.2 18362
i 360319 17720 64.2 37.868.1
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10 BEEE-RE

£

10 Fixed Assets - Group (Continued)

BEZEEREIFMT - An analysis of net book value of properties is as follows:
Ramz SRPRANE

Investment properties

Investment properties under development
WA EETHT in HKS milion 2006 2005 2006 2005
RN E Long leases in Hong Kong 23,867.5 216693 677.2 6767
FAME RERE Long leases outside Hong Kong - - 11367 E7AN
il b Medium term lezses in Hong Kong 8,739.5 78646 - -
FEMME P8R Medium term leases outside Hong Kong 6,793.0 6,293.0 1,042.9 7242
FREGRE Short lease in Hong Kong 190.0 2000 - -
39,590.0 360318 2,856.8 1,7720

a. ARMRERLCTEIEZREDRSR
SEEREAAZTBREE-KTRANGE
EREZMEARRAS 3RO R M ELN
RBREXERLMTE 2ZE40E ¥
SPARNEMEESEEA B TRl smie
TTZHEDE »

AEEEEYEZERREZBATREBAT
BRL(ZFFAF : ZHA+H=F-—aA+H
TINBEREREENTNEZEE  HEE
FEBZFTNE-FAEER(ZSREE : —
TEEAFZEERT)
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a. Investment properties of the Group carried at fair value were revalued as at
30 June 2006 by Mr Charles CK. Chan, Registered Professional Surveyor (General
Practice}, of Savills Valuation and Professional Sesvices Limited, on an open market
value basis with reference to the total rental income after taking into account

reversionary income potential.

The net bock value of investment properties of the Group of $39.590.0 million

(2605: $36,031.9 miliion) includes an amount of $2,919.0 million (2005: $2,592.0

million) in respect of an asset held under a finance lease.
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b ZEMREERENHEARZRERN Y
HHEEEDE -ZERL-RYNFAERER
F-HBHGEREEEN ENENBRAE
ik e REVEMBFETABMRMNAEZR
FomMALEEFEH—E LIRS HESR
#c ETEMEEDAEE  S2EMEZEA

MEE

RAAZ+TR - BETIREZEXHORLIE

10 Fixed Assets -~ Group (Continued}

b. The Group leases out its investment properties under cperating leases and
subleases under finance lease. Leases typically run for an initial period of two

to five years, with some having the option to renew, at which time all terms are
renegotiated. Long term leases contain rent review or adjustment clauses and the
Group has a regular proportion of its leases up for renewal each year. Certain leases
include contingent rentals calculated with reference to the revenue of tenants.

At 30 June, the Group's total future minimum lease income under non-cancellable

e Rkig@Bmn operating leases were as follows:

HiEH B
HERSETIHE in HKS miflign Subleases Other leases Total

ZBEAF 2006
— X Within 1 year 193.5 1,989.4 2,182.9
—ERELFH After 1 year but within 5 years 319.8 1,7125 2,0323
ik After 5 years 703 4.1 4
583.6 3,743.0 4,326.6

| —zeEs 2005
—ER Within 1 year 1619 1,675.7 18376
, —FRELER After 1 year but within 5 years 23 161011 18314
| BFf After 5 years 838 1233 2071
! 4670 3409 3876,
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1 MEBATER

11 Interest in Subsidiaries

7] Company

HENBETHE in HKS mitlion 2006 2005
LR - mAE Unlisted shares, at cost 8.1 81
FEMMELEIRE Amounts due from subsidiaries 29,069.4 29,6804

290775 296885

EEMRRR] 2 FEEE R 36

B/ BHMBORSASEER 28 TH
REGERARRRT _HARTIRE/ BEE
8 - &F EERBAE /AT -

12 SE N EER

Details of principal subsidiaries are set out in note 36.

Amounts due from/to subsidiaries are unsecured, non-interest bearing and classified
as non-current as these are nat expected to be recoverable/repayable within the
next twelve manths.

12 Interest in Jointly Controlled Entities

HBREHELHT in HXS mifion 2006 2005
FEHAEZE-FLHRR Share of net assets - unlisted shares 533.7 4714
B AR UG EY Amounts due from jointly controlled entities 17.3 110
551.0 4824
SHNRZFAAMBENMES7 - FRAAE AL Details of jointly controlled entities are set out in note 37 The summary financial
FIER M ERBMRMT information related to the Group's interest in jointly controiled entities are as foliows:
HAKEETH i HKS million 2006 2005
ERuAE Non-current assets 665.0 5830
RHAE Current assets 259 1004
FRBHAR Non-current liabilities (85.4) {71.1)
mEAf Current liabilities (71.8) (1409)
AEFA Net assets 533.7 4714
WA Revenue 41,6 389
#H Profit 90.3 1183
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13 BRERRE

13 Loans and investments

Z® Group
LEMBEE T in HKS miflion 2006 2005
BEEZELTIRE Unlisted invesiments in Hong Kong 0.1 01
BERThELTRE Advances to unlisted investee companies 7.8 90
19 a1

R ETRAETETRERME 25 E
BUAMFEREQTE  SRRFNERE(NT)

Unlisted investments are carried at cost less impairment, if any, as they do not have a
quoted market price in an active market to determine their fair value.

PN
14 78 14 Inventories
£[ Group
HEEEELTE in HKS mitlion 2006 005
REELHECEREME - T Completed properties for sale located in Heng Keng - medium leases 10,159.3 105934

15 FEWUIR 30 B H A FE LR

15 Trade and Other Receivables

BE AEWERE AN 2 U - HIRE  Included in trade and other receivables are trade debtors with the following ageing

S analysis:
%8 Group

LERTETE in HKS mitlion 2006 2005

—{8RM Within 1 month 3706 4383

—E={4R 1-3 months 23 37

ZEAKE Over 3 months 0.6 23

3735 4443

ABARBBECEERE  LEBRHEEREX
THREBESMRIFRENESR - KERTFEHEER

ENAH 2 EERREERE -

The Group maintains a defined credit policy. An ageing analysis of trade debtors
is prepared on a regular basis and is closely monitored te minimise any credit risk
associated with receivables.
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16 BHRARA AR

16 Trade and Other Payables

23 Group 28] Company
HARSHTsT in HXS million 2006 2005 2006 2005
FE 20 B R 40 A (Bt 2 Craditars and accrued expenses (Note i 657.7 8860 59 51
SRS (M Deposits received (Note ii) 643.2 5578 - -
BERZFHBLARE Amounts due to fellow subsidiaries 228.6 2608 - -
1,529.5 17045 5.9 5.1
e - Nates:

0 BRXERHREOQERRR - FAFGGM
ZREZENE—THT(Z2FRE: —F8h+
B e

(i) ERZABRF=a-_+HT(—2SHEEF: 1@
ATATATER ISR —EAT ]I -

CHABRNERREGERRZ BRREERS
T

(il Creditors and accrued expenses include retention money payable of $9.1 million (2005: $10.9

million) which is not expected to be settled within ane year,

(i) Deposits received of $643.2 million (2005: $556.5 million) are not expected to be settled within

one year,

Included in trade and other payables are trade creditors with the following ageing

analysis:
28 Group 2 5] Company
KEREELHH in HKS mition 2006 2005 2006 2005
—& AP Due within 1 month 4725 6459 - -
ZRAMENA Due over 3 months 81.4 943 03 03
5539 7402 03 03
17 REEABRLZBIE 17 Taxation in the Balance Sheets
a. MABAMEEZBEHIE: a.  Current taxation in the balance sheet represents:
%1 Group 2xa) Company
HEREET T in HKS millicn 2006 2005 2006 2008
FEFEENEH Provision for Hong Kong Profits Tax
B4 for the year 150.5 408.0 1.2 33
REFPEREHBIE Provision for PRC Income Tax for the year 13.6 45 - -
WEFERZEE Provisian for Hong Kong Profits Tax
HigHES relating to prior years 168.0 186.7 30 -
3321 5992 4.2 33
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17 REEBBR L Z2HE

b, BEHIE
REAAEARE FER BEBEAE/ (A
EVHBHREFNIEEMT

17 Taxation in the Balance Sheets (ontinued)

b. Deferred taxation
The components of deferred tax liabilities/(assets) recognised in the consclidated
balance sheet and the movemenits during the year are as foliows:

FEERE BRBEHE .
gL il Efz B4
mE WEER KRR ZHE k24
Depreciation
allowances in
excess of Future
related Revaluation benefit of Interest
HENGETHE in HKS mitfion depreciation of properties tax losses capitalised Total
ERLRAEER Deferred tax arising from:
r—E2TMFELA—H At 1 July 2004 4555 12927 (52.7) (41.5) 16540

REAREEADE/(BA)  Chaged/(Credited) to consolidated
(i r6a)) income statement (Note &(a)) 946 10669 (18 106 11703

R-FFLFAAZTAR At 30 June 2005 and 1 July 2005

—EZHELAR-H 5501 23596 {54.5) {309} 28243
RS BERANE Charged 10 consolidated

{Miz6) income statement (Note &(aj} 1056 675.5 187 - 7998
BP-ZERFNAZTA AL 30 June 2006 655.7 3,035 (35.8) (30.9) 3,624.1

o FREZBEERREE
FEAMARETHBAIEERMLEN
B—FOE-+ER(ZETHE: ATABE-
TELREESRESOREHATEFLE
R EARZEEXRFNA=TH  THFEEHE
ARAENBEEREEANDTIE - LI5S
E¥BOBEBBENRBREZMLERBE - M
TEMERAREBRARERERH FE0T
FIREE -

18 817EX
RARB=t+HEEBERTERZEFYWMT ¢

¢. Deferred tax assets not recognised

The Group has not recognised deferred tax assets in respect of tax [osses of $214.2
million (2005: $94.1 millicn) sustained in the operations of certain subsidiaries as
the availability of future taxable profits against which the assets can be utilised is
not probable at 30 June 2006. The tax losses arising from Hong Kong operations do
not expire under current tax legislation. The tax losses arising from mainland China
operations expire five years after the relevant accounting year end date.

18 Bank Loans

At 30 June, bank loans were unsecured and repayable as follows:

£ Group
HEBEETHE in HKS mitlion 2006 2005
BEEETEA After 2 years but within 5 years 4,000.0 -
nEE After 5 years 45143 41885
8,514.3 41885
W FABEIREER Less; unamortised front end fees (60.3) (75.1)
8,454.0 41134

FHERROEFEE-B EEZLH0E
(ZEZTAF FHNEF2 =B LE)FART
B HNER—F(_RERF : —FI)ZREN
EBE FEBRTERZATEAOBERZE
HE -

All the above bank loans are interest-bearing at rates ranging from 3.6% to 5.5%
(2005: 0.4% to 3.7%) per annum, The interest is repriced within one (2005: one) year.
The fair values of the Group's bank loans were approximately the carresponding
carrying amounts.
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19 TREZBELR

18 Convertible Cumulative Preference Shares

2006 2005
RE#a AEEET Bti&A EEEHT
Mumber of shares HKS millior Number of shares HiS miffien
BRI NESREE+THARY 5.5% convertible cumulative preference
R EREER share of $7.500 each
Bt+A—8 AUT July 57,915 355.0 75,150 46056
SHRELRMR Shares converted into ordinary shares {57,915) {355.0) (17,235) {1054)
BRE=+g At 30 June - - 57915 3550

RIREARFEANAZNE - ARA=RERS
BEERBTEZRAKRENBLAREAA LR
B A RROARRELN T EESE
BHIBM oy -

FA - AEB+TAE—+AR(ZEBAE:
—BtTZa=t+alR) B eRGikos
BRALAMTHNE=+AE-FABA+E
“FEAF —FZH B FE—+R)E
iwAz -

20 ZBZhFRH2IBRE

FORBHARAZMBARRT - ADFRE
HZEFRRBITERAE  BREFNR=DNE
ENE(CFFRF: ZHAEE=HNE)EH
B AR_FFAFH-ARBEERIGERN
BARADA XA ZRG - AR —F
(ZFFRF —#F)zMEHHE -

THEMFSRE CTHEBNARBRIE 2K
Eg I

RZFEANFRAZ+E B L 28 E]
25 REESEGE4GRNENTER IS
B S -

On 26 June 2006, the Company has completed the conversion of all of its
outstanding convertible cumulative preference shares into ordinary shares and the
listing of such convertible preference shares on the Hong Kong Stock Exchange and
Luxembourg Stock Exchange has been withdrawn accordingly.

During the year, 57,915 (2005: 17,235) convertible cumulative preference shares
were converted which resulted in the issue of 44,362,890 (2005: 13,202,010) ordinary
shares of the Company,

20 Floating Rate Notes Due 2009

The floating rate notes were issued by the Cormnpany’s subsidiary. These notes are
guaranteed as to principal and interest by the Company, bear interest ranging from
3.4% 10 5.0 % (2005: 0.6% to 3.4%) per annum, repayable in full in December 2009
and have no rights of conversion into shares of the Company or any other body
corporate, The interest is repriced within one (2005: one) year,

The fair value of the Groups floating rate notes was approximately the carrying
amounts at the balance sheet date.

At 30 June 2006, except for the above floating rate note, the Group has no other
outstanding fixed or floating rate notes or convertible bonds.

21 HtRHAE 21 Other Long Term Liabilities
%8 Group
HANEETIT in HKS millign 2006 2003
RARLRR(FR2) Finance lease obligations (Note 22) 570.0 6426
AR Land premium 0.7 07
570.7 6433

158 GEEWELRELT —BRE/ BAEEH

=,




22 ERNARR 22 Finance Lease Obligations

WARNRLRESZESEERHLRENT ¢ Total minimurn lease payments under finance lease and their present values are as
follows:
£ Group
Bz BRIEEE apEgz
AeEZRE  HAZALER HEE8
Presentvalue  Inierest expenses
of minimum relating ta Total minimum
HAREHTHE in HKS million lease payments future periods lease payments
—EERE 2006
Ei2® Amounts payable
—FH Within 1 year 72.6 42.7 115.3
~FEARER After | year but within 5 years 4020 109.2 511.2
R After § years 168.0 7.9 175.9
—FihE Total after 1 year 570.0 171 687.1
642.6 159.8 802.4
—TFHE 2005
EfSH Amounis payable
—FR Within 1 year 636 475 111.1
—FHBAFH After 1 year but within 5 years 3554 1355 4909
nEE After 5 years 2872 243 35
—F a2l Total after 1 year 6426 1598 8024
706.2 2073 9135

RAENAG TEHNEATELE(ZTER  The effective interest rate of the finance lease obligations is 7% (2005: 7%) per

£ 4HE) . annum.
23 R& 23 Share Capital
2006 2005
By E BB
{F4) AEBUT fFE) ANEET
No. of shares No. of shares
{000) HKS milfion {600) HKS million
EE Authorised
BREE-IT Shares of $1 each 5,400,000 5,400.0 4,500,000 45000
BHITRAR Issued and fully paid
B»tA—H At 1 uly 3,683,153 3,683.2 3,299,901 32989
BTk Issue of shares
-KakE - from placement - - 370,000 3700
- RETER R - from exercise of options 4,192 4.1 50 0.1
ARl R RE LR Convertile cumulative preference shares
g EE9) conversion (Note 19) 44,363 44.4 13,202 132
Ry == At 30 June 3,731,708 37317 3683153 36832
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24 Reserves

18 Goup 28] Company
(E3) §:07)
(restated) (resiated)
HAEMBETIT in HKS mitfion 2006 2005 2006 2005
L Capital reserves
R AD Share premium
B+ A-8 At T July 15,497.5 11,5205 15,4975 11,5205
RiThin Issue of shares 344 39770 34.4 39770
[R5 a3 Employee share option benefits 96 - 9.6 -
#»AA=+H AL 30 June 15,541.5 15,4475 15,541.5 154975
SUSEBAMEE 2 AL Capital reserve on ¢onsolidation
B4 A-H AT July
-LERES - as previously reported 2753 2753 - -
— B RHKFRS I E 4 - opening adjustments arising from adeption of
ZEMEH HKFRS 3 (275.3) - - -
it - as restated - 2753 - -
AxmEaE Capital redemption reserve
B+A—-8 At 1 July 1,675.5 15595 1,675.5 1,5595
afonRREnaER Conversion of convertible cumulative preference shares 390.0 1160 3900 1160
®BABAzZ+A8 AL 30 fune 2,065.5 16755 2,065.5 16755
3R] afe ] Exchange fluctuation reserve
BtA-8 At T july 138 138 - -
BIENEALAER Exchange difference arising from translation of
FMEEERz8 overseas subsidiaries 7.3 - - -
RAAZ+E AL30 June 21 138 - -
TRRARGARZEAHS Equity component of convertible cumulative
preference shares
-8 At 1 July
- LERHS - as previously reported - - - -
—BEMHKAS 32f &5 7 - prior period adjustments arising from adaption of
&R HKAS 32 79.4 1030 79.4 1030
~ T3 - a5 restated 79.4 1030 794 1030
Witk il e Conversion of convertible cumulative preference shares (79.4) {236) (79.4) (235)
BAAZ+A At 30 June - 794 - 794
EORGHNAGH Employee share-based compensation reserve
BtA-8 AT July
- LERGS ~ as previously reported - - - -
—BERHKFRS 2ME £ 2 - peior period adjusiments arising from adoption of
LR HKFRS 2 36.9 40 36.9 40
-5 - as restated 36.9 40 36.9 a0
RERA Employee shate-based paymeni expenses 208 329 20.8 329
ARERGED Transfer w share premium {9.6} - {9.6) -
®iA=+1H Al 30 June 48.1 36.9 48.1 369
17,676.2 17,5784 17,655.1 17,2893
FERNY Retained profits
RtA-B AT July
—LEFEE - as previously reported 19,063.6 13,786.0 65123 65045
—BEMRHKFRS 2MEE 2 - prior period adjustments arising from adoption of
ERE Y HKFRS 2 (36.9) 40) (36.9) {4q)
S]] - as restated 19,026.7 13,7820 64754 6,590.5
-BERUTEAMESZ - opening adjustment arising from adaption of
FMNAR
HKAS 39 HKAS 39 {20.8) - - -
HKFRS 3 HKFRS 3 2753 - - -
19,281.2 13,7820 6,475.4 65905
AEFAERH Net profit for the year 44026 68125 14170 14527
EEFRBRL Final dividend in respect of previous year (1,363.8) (1,085.0) (1,363.8} (1,089.0}
AEM PN L Interim dividend in respect of current year {481.7) {4788) {481.7) (4788)
BAAZ+E AL 30 June 21,8383 190267 6,046.9 64754
39,5145 36,6051 23,7020 237647
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24 #HiEa

24 Reserves (Continued)

EMG

)

{restated)

HELEETIHT 111 HKS miflion 2006 2005
REAVER Statement of retained profits:

L TN Group companies 21,3440 185947

- Jointly controlled entities 494.3 4320

218383 190267

BOSEERETROMEZBES IR
EB(DAERY EMHAZKREREN HAKE
Fo BB BB OISR GNERAME
BEELCELEE - ROBEIKRL - B8
B REDE S BN AN RRTEZRD
g oTE -

R_BEAFAA=+A  ARFAHRSIETR
ErREeaEsHENTAEATET(Z
FREFEY A TRECTAIEATER) -

25 PEREER

The application of the share premium account and capital redemption reserve are
governed by Section 488 and Section 49 of the Hong Kong Companies Ordinance
respectively. The exchange fluctuation reserve comprises the exchange differences
arising from the translation of the financial statements of averseas subsidiaries.
The employee share-based compensation reserve comprises the fair value of share
options granted which are yet to be exercised, as explained in note 1(x).

The aggregate amount of the Company’s reserves available for distribution to
sharenclders at 30 June 2006 was $6,046.9 million (2005 restated’: $6,475.4 million).

25 Minority Interests

£ Group
WENBETHE in HKS mitfior 2006 2005
»A—H ALT July 966.6 9347
RS BREEREERT Profit attributable to mincrity interests for the year 171.0 717
CELERERE Dividend paid to minority interests - (50.0)
HEFERRTE Repayment to minority interests {94.7) {189.8)
RAAZTA At 30 June 1,042.9 9666

o N T o i e+ 1]
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26 RARERDRM
a. REREMBING

26 Notes to the Consolidated Cash Flow Statement

a. Cash generated from operations

(&5}
(restated)
HEZEHET in HKS miflion 2006 2005
B T4 F Profit bafore taxation 5,576.6 86668
BE: Adjustments for:
# QA Interest income {253.1) {1055)
RARNHRA Finance lease charges 415 516
RREMOQERRE Dividend an convertible cumulative preference shares 17.2 275
HORA{GHERETEY Interest and other ancillary borrowing costs 3511 1766
il Depreciation 4.2 33
BEETHREZHA Profit an disposal of fixed assets (0.1) -
BANEZ DTHEBE Increase in fair valus of investment properties (3,438.2} {5,4029)
RiaB2aEH Share of profits of jointly controlled entities (90.3) (183)
ERgEER Employee share-based payment expenses 20.8 329
EuHE L Decrease in inventories 440.7 5394
BNERREEEERZ (050)/ 54 {Increasel/Decrease in trade and other receivables {310.6) 1,076.1
ANARAGHTEY (H )80 {Decrezsel/Increase in creditors znd accrued expenses {(102.4) 618
Bl Sz 015 Increase in deposits received 85.4 554
RAEBEMBLARBZ B Decrease in arounts due to fellow subsidiaries (32.2) (156)
FROBLBzRE Cash generated from operations 23166 53491
b. B&RR&ENY b. Cash and cash equivalents
HAEXBHTHE in HKS million 2006 2005
ESREAMEMBLERRAEL Cash and deposits with banks in the consolidated baiance sheet 5,983.6 32058
HoRZHEAEINNNRGER Less: Bank depasits with maturity greater than three months {699.5) (699.5)
EeRellRYR2RELEMY Cash and cash equivalents in the consclidated cash flow staterment 5,284.1 25063

BEAEAMRZNGRROTFERETENE  Cash and deposits with banks in the consolidated balance sheet are interest bearing
e - MOBBENTHMNER—F(ZFFH  at market rates. The interest rates are repriced within one (2005; one) year based on
Fr—F)ZRERLE - prevailing market rates.
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27 AARRE 27 Contingent Liabilities

RAAZHEZRRAF/OT At 30 June, contingent liabilities were as foliows:
28] Company
HERBHTHE in HKS miflion 2006 2005
gEREz RITEEMER AR Guarantees given to banks to secure credit facilities 10,039.9 57141
28 &g 28 Commitments
2 RAAS TANMARMBBRBBZERE  a.  At30June capital commitments not provided for in the inancial statements
BaTr were as follows:
£33 Group
HEREETIE in HKS million 2006 2005
2539 Contracted for 961.6 546.1
EREEEREDN Authorised but not contracted for 2,976.4 29312
3,938.0 34773

AR EALMBEEANREERBED The above commitments include those in respect of the Group's expansion of its
Pt 2 (B b 7T 2 A A property investment operations into various cities in mainland China.

b, ZMEEE+EAEZ2TURBEEREES b The Group leases certain properties under non-cancellable operating leases
BREThE - ETRHQESEMERANME  expiring within ten years. Certain leases include contingent rentals calculated with
Erasile - MAASHE  RERBLEMZ  reference 1o revenue from the properties. At 30 June, total future minimum lease

AERmmT payments were as fallows:
18 Group
HENEHTHE in HKS miffion 2006 2005
—FR Within 1 year 78.3 759
—FREBEFA After 1 year but within 5 years 3229 3171
nEk After 5 years 51.2 1300
4524 5230
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29 EEHEA

a. BHER
FREEAHEBIURTHRERSHDN - &
HHTZAERBU RN ALERIELESED
BE AXLEZAESMER -

BERERALEAZEAE RS TIS LM
#OAHESLERBEANE - HEART R
BRSEEMERARL AN HBu s
AIYBAR I RS 2 AEM - ZME A8 TEE
FRFERRRARREOSS ZHERALS
MRERFE « REET LMz HRR L E§
(B4R 7 225 SR 36 8 GA UL 7 OB0R 7k - AR E
REEAZHAEES - TAEER( =280
FoTOERTERT) MRAGHESZ AW
FERERRUBAT U ZBPRF - A+ HE
TU) e RFFA LR KR A DR AR
RERZERETRELR-R(ZRFAF - =
BIRBIBRARMYAN B+ (~8%
A% ZHATETIERIMK -

TIHRMEEEHE NS HD (Tame st
MERZ - Wb — RS - B
TRERSANRERBZEABRMUBA(LR S
ZBRT)ZES 2 AEREMME K - AmEY
BRRR2BLNNEERERZBELH ARE
et BN REAES « FEEREFENEL Y
EHEHAERA—E=TAT(ZETRE
—B®T) -

BN AEEZ R H T B RE NS
eI SR A BT B SR IRHHR ) ) - Wit
BAHMARBLH AU RARERD - WH
ERA -4 EESNBRRAHIREND
st -

RDEEPEARKNEA(FR)) LEhEEg
BZHBAT - ZEQFEE BT HE
ZEIEBFFENTPEBREMEGR] 2RE -
RETERNBARIRRRGZ -0 - DRE
HZXHEB2AEES W - M RREKEN
O KR AE ARKBRE SR MRS teD
BRRFEGAETRNDBARZMARBRER
BUZEAZRHMEIEE - ETEHBLA
REEERFELZERQELANEA+ET(=
PRRE - EAATER)
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29 Employee Benefits

a. Retirement benefits

The Group operates a defined contribution provident fund scheme for its employees,
The assets of the scheme are held separately from those of the Group by an
independent trustee and managed by professional fund managers.

Contributions are made by beth the employer and the employees at a certain
percentage of employees’ basic salaries, the percentage varying with their iength
of service. When an employee leaves the scheme prior to his or her interest in the
Group's contributions being fully vested, forfeited contributions are credited to
reserves of the fund. Depending on the level of reserves, the Group may direct the
trustee to credit dividends to members’accounts out of the reserves of the fund. The
Group’s contributions may be reduced by the forfeited contributions, but there was
no such reduction of the Group's contributions during the year. Total contributions
made by the Group for the year amounted to $16.0 million (2005: $14.5 million) and
forfeited sums credited to reserves amounted to $0.5 million (2005: $0.5 million).
Total contributions made by the Group for the year included a special contribution
of $2.2 million (2005: 2.8 million) made in respect of 2 (2005: 2) senior executives in
accordance with the provisions of the Groug’s retirement scheme.

A master trust Mandatory Provident Fund Scheme (the ‘MPF Scheme’) is operated

by an independent service provider. Mandatory contributions are made by both

the employer and the employees at 5% of the employees manthly relevant income,
up to a limit of $20,000. The Group's contributions will be fully and immediately
vested in the employees’ accounts as their accrued benefits in the scheme. Total MPF
contributions made by the Group for the year amounted to $1.3 million (2005: $1.0
million).

As the Group's provident fund scheme is an MPF Exempted Occupational Retirement
Scheme (the 'ORSO Scheme), eligibility for membership of the QRSO and MPF
schemes is identical. New employees are offered a one-off option 1o join either the
ORSO or the MPF scheme.

Staff in the Company’s subsidiaries operating in Shanghai, the People’s Republic of
China (PRC"), are members of a retirement benefits scheme {the PRC RB Scheme)
operated by the local municipal government in the PRC. The anly obligation of the
PRC subsidiaries is to contribute a certain percentage of their payroll to the PRC RB
Scheme to fund the retirement benefits. The local municipal government in the PRC
undertakes to assume the retirement benefits obligations of all existing and future
retired employees of the PRC subsidiaries. Total contributions made by the PRC
subsidiaries for the year amounted to $4.9 millicn (2005: $4.6 million).




29 EEER o

bh. ROBHEMER

FARR-BEY_E+—RA=-+-BRY R
HEES R - thatWE A RDMER ([ F
BlmEsgAt(EEaRAAEMAAR 2T
BB FRGUERBRLDRG - RIVEES
FHEAMTERAETFRNEERAE  L4HA
BHhEE RETFEEBROZUTRRETHR
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29 Employee Benefits (Continued)

b. Equity compensation benefits

The Company has a share option scherne which was adopted on 22 Novemnber 2002,
whereby the Board of Directors {the ‘Board’} of the Company are authorised to grant
options to selected participants, including directors of any company in the Group, to
subscribe for shares of the Company. The exercise price of the options is determined
by the Board at the time of grant, and shall be the highest of the nominal value

of the shares, the closing price of the shares at the date of grant and the average
closing price of the shares for the 5 business days immediately preceding the date of
grant. The vesting period, the exercisable period and the number of shares subject 1o
each option are determined by the Board at the time of grant.

ERBGHEZSEHWT The movements of share options during the year are as follows:
t HEYE
! Number of share options
l H-_RF0%¥ } Bo9TR
+HA—H FREHN A ~A=+H B EE 7B m
AT AW FREL CRITE FRRM MRETE EHAH ZiTfEH (BT}
Outstanding  Reclassified Granted Exercised Lapsed Qutstanding Period during Exercise
on 1 July during during during during on 30 June which opticns price
2005 the year” the year the year the year 2006 (Date granted are exercisable {HKS)
## Directors 18594000 2,422,000 - {3239,000) - 17,877,000 20/05/2004 20/05/2005- 9.20
19/05/2014
- - 1,000,000 - - 1,000,000 (1/09/2005 01/08/2005- 1235
31/08/2015
5 Employees 10267000 (2422000) - (853,000) (247,000} 6,645,000 20/05/2004 20/05/2005- 920
16/05/2014
400,000 - - - - 400,000 03/05/2005 03/05/2006- 11.85
02/05/2015
- - 400,000 - - 400,000 01/09/2005 01/09/2006- 1235
31/08/2015
- - 306,000 - - 306,000 01/11/2005 01/11/2005- 1140
3141072015
@3t Totl 29,361,000 -~ 1,706000 (4192000) (247000} 26628000

CEPENFEREAAERRETT R BE

* These represented the cptions of two directors of HLP promoted during the year
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29 Employee Benefits (Continued)

b. Equity compensation benefits (Continued)
1. Movements in the number of share options outstanding and their related
weighted average exercise prices are as follows:

2006 2005

HEEHAERN METEEER
{(B7) i e (Ex) B EiEs s

Weighted average Waighied average
exercise price Number of BXEICISe price Number of
{HKS) options {HKS) optiens
RER—BE#RiE Outstanding at 1 July 9.24 29,361,000 9.20 26,561,000
B Granted 12.18 1,706,000 1185 400,000
2T Exercised 920 (4,192,000) 820 (50,000)
2k Lapsed 9.20 (247,000} 9.20 {550,000}
RABZ+BEREAE Outstanding at 30 June 943 26,628,000 924 28,361,000
Lﬁ??‘i R=+BR9 37 Exercisable at 30 June 9.22 12,361,000 920 7,240,250

REATEz REERTEEI 2 mMETaRE
ATZA-ANIZEERE: +—T—/)

2. FEHEEMREITEBE SEZ RS 6
RATEMMT

The weighted average share price at the dates of exercise for shares options during
the year was $12.28 {2005: $11.10).

2. Share options outstanding at the end of the year have the following remaining
contractual lives and exercise prices:

2006 2005

Hesnry Huppansy
(%) RirmEEE (%) BREHERE

Remaining Remaining
contractual life Number of contractual life Number of
{years) options {years} options

7R Exercise price

$9.20 1.9 24,522,000 89 28,961,000
$1140 9.3 306,000 - -
$11.85 8.8 400,000 98 400,000
§12.35 9.2 1,400,000 - -

RAAZTHERBITHE Outstanding at 30 June

8.0 26,628,000 89 29,361,000
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29 Employee Benefits {Continued)

b. Equity compensation benefits (Continued)

3. The weighted average value per share option granted during the year estimated
at the date of grant using a Black-Scholes pricing model was $3. The weighted
average assumptions used are as follows:

BIAT BB 2 B 17
Share options granted on

—EFAENA-B Z9TREEt-A-H

1 September 2005 1 Nevember 2005

Bt A E2 R Share price at grant date §12.35 §11.25
1R Exercise price $1235 $1140
BEEHE Risk-frae imerest rate 4% 49%
BB RAERF) Expected life {in years) é 6
L] Volatility 03 03
FRgRER Expected dividend per share 5040 5040

HEERTERE EELGR T RE  HREE
ERRds—FASERMz A oHAE -1
HERRSEFBERANE BB ABEER
SRAYLTHETEREARE -

30 BEALRS

FEAy —MEZHBRRER G2 WHE
Bl EEES - mALfzHBLFLEARSE
AREEE ROBEAFSAZTHEZLFIEAR
—HoFNEATERT(ZSTRF BN
BALERT) -

TEEERBMG S RHESEERE -

L S S R R AT I

The volatility measured at the standard deviation of expected share price returns
is based on statistical analysis of daily share prices over the one year immediately
preceding the grant date. Expected dividend per share is based on historical
dividend. Changes in the input assumptions could materially affect the fair value
estimate.

30 Related Party Transactions

A fellow subsidiary of the Company contributed funds as capital investment to 2
subsidiary of the Company for the development of Plaza 66, a property projectin
Shanghai. The amount outstanding at 30 June 2006 was $228.6 million {2005: $260.8
million).

Key management compensation has been disclosed in note 5.
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31 Financial Risk Management Objectives and Policies

Exposure 10 interest rate, liquidity, credit and currency risks arises in the norma
course of the Group's business. The Group's financial risk management policies and
practices are described below.

1. Interest rate risk

The Group's interest rate risk arises from cash and deposits with banks and
borrowings. The Group's policy on interest rate risk management involves manitoring
of interest rate movements and replacing and entering into new bank facilities when
favourable pricing opportunities arise.

The interest rates of interest-bearing financial assets and liabilities and repricing/
maturity dates are disclosed in notes 18, 20, 22 and 26(h).

2. Liquidity risk

The Group manages centrally the liquidity risk of the Company and its subsidiaries
at the Group level. The Group moniters the current and expected liquidity
requirements and its compliance with lending covenants reqularly, to ensure that it
maintains sufficient reserves of cash and adequate committed lines of funding from
major barks 1o meet its liquidity requirements.

3. Credit risk

The Group's credit risk is primarily attributable to trade receivables, The Group
maintains a defined credit policy. An ageing analysis of trade receivables is prepared
on a regular basis and is closely monitored to minimise any credit risk associated
with these receivables,

The maximum exposure to credit risk is represented by the carrying amount of
each financial asset in the consolidated balance sheet. There are no significant
concentrations of credit risk within the Group.

4. Currency risk

Currency risk arises when recagnised assets and liabilities are denominated
ina currency that is not the Group's functional currency. The Group monitors
currency exposure by designating the borrowings in local currencies to match
the corresponding payment currencies to mitigate exposure on exchange rate
fluctuations.

5. Fairvalue
Unlisted investments for which their fair values cannot be reliably measured are
stated at cost.

The fair values of receivables, payables, cash and deposits with banks, bank lgans and
ficating rate notes are considered to approximate their carrying amounts,

“-_—
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32 Significant Accounting Estimates and Judgments

Key sources of estimation uncertainty

Note 29 contains information about the assumptions and their risk relating to fair
value of share options granted. Other key sources of estimation uncertainty are as
follows:

1. Valuation of investment properties

Investment properties of the Group are revalued as at the balance sheet date by
independent qualified valuers, on an open market value basis with reference to the
total rental income after taking into account reversionary income patential.

The assumptions adopted in the properiy valuations are based on the market
conditions existing at the balance sheet date, with reference to current market sales
prices and the appropriate capitalisation rate.

2. Properties for sale and investment properties under development

Management determines the net realisable value of properties held for sale by using
the prevailing market data such as most recent sale iransactions and market survey
reports available from independent property valuess.

Management’s assessments of the recoverable ameunt of investment properties
under development requires the application of a risk-adjusted discount rate to
gstimate the present value of future cash flows to be derived from the investment
properties under development. These estimates require judgment as 1o the
anticipated rents by reference to recent leasing transactions in nearby locations,
marketing costs and the expected cosis 1O completion of the properties, the legal
and regulatory framework and general market conditions.

33 Ultimate Holding Company

The ultimate holding company is Hang Lung Group Limited, 8 company
incorporated in Hong Kong.

34 Comparative Figures

Certain comparative figures have been re-classified due 1o the changes in
accounting policies, details of which are set out in note 2.

35 Approval of Financial Statements

The financial statements were approved and authorised for issue by the Board of
Directors on 21 August 2006.
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36 TEMBAT

36 Principal Subsidiaries

RZR¥NFEAA=Z+B At 30 June 2006
CaIRs BEMGEGE REME )
() ERE BEENE 25 ERREREY
Issued Held by Held by Place of
28 Share Capital The Group The Company Incorporation
Company {HKS) % % Activity and Operations
Antonis Limited" 10,000 100 i00 mEBRR &
Property leasing Hong Kong
AP City Limited 2 100 - NEER i
Property leasing Hong Kong
AP Joy Limitag 2 100 - TESR 5iE
Property development Hong Kong
AP Properties Limited E &iE
Al & 34 100 - Property development Hong Kong
"A'shares
[BI B 6 - -
‘B shares
AP Star Limited" 2 100 - BRER HiE
investment holding Hong Kong
AP Success Limited 2 100 - WEER &8
Property leasing Hong Kong
AP Universal Limited* 2 100 - MEET gt
Property leasing Hong Kang
AP Win Uimited” 1,000,000 100 - WEEE EE
Property leasing Hong Kong
AP World Limited 2 100 100 MEER &k
Property development Hong Kong
Bonna Estates Company Limited 1,000,000 100 100 HEBER &l
Property leasing Hong Kong
EBETEERALR" 4,000,000 100 - ERg gk
Caddo Enterprises, Limited" Property leasing Hong Kong
HERERLR" 2 100 - MERE e
Carmana Limited” Property leasing Hong Kong
Cititop Limited 2 100 - DEER 5B
Property development Hong Kong
ABERER AT fEREE &R
Country Bond Development Limited investment holding Heng Kong
TAl B 590 798 -
‘A'shares
[B] & 1 100 -
'B'share
Dokay Limited" 2 100 - nmEER 53
Property leasing Hong Kong
LHEZRERAT 2 100 - BERRA Bt
Easegood £nterprises Limited Investment holding Hong Keng
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36 Principal Subsidiaries (Continved)

EEIRE mEA S REIFTE
(#x) ERE gRADF 2 AR RS
Issued Held by Held by Place of
NG| Share Capital The Group The Company Incorporation
Company {HKS) % % Activity and Cperations
Fu Yik Company Limited" 3 100 - MEER EE
Progerty Jeasing Hong Kong
BEARLA" ? 100 100 BREE EE
Gala Ruby Limited” Investment halding Hong Kong
Gowily Limited 2 100 - MEER &k
Property leasing Hong Kong
Grand Centre Limited 4 100 - nEEE g
Property leasing Hong Kong
Grand Hotel Group Limited 10,200 100 - BENEEEEREE g3
Apartment operating & Hong Kong
management
EVMEEEERR A R A EE
Grand Hotel Holdings Limited Investment holding Hong Kong
Al & 62,163,123 100 -
A shares
[B) & 6,000,000 100 -
‘B shares
Hang Chui Company Limited 2 100 - mERA FE
Property leasing Hong Kong
Hang Far Company Limited" 2 100 - BREHE &
Investment holding Hong Kong
BRARDE 200 100 - nmEHE FE
Hang Fine Comgany Limited Property leasing Hong Kong
Hang Kwok Company Limited” 10,000 100 - xAET Bt
Property leasing Hong ¥ong
Hang Lick Campany Limited” 10000 100 - MEER it
Property leasing Hong Kong
ER(TRIARRE 10,000 100 100 BERH &E
Hang Lung (Administration) Limited Management services Heng Keng
B (B ERAT i 100 - R E it
Hang Lung {Jinan) Limited Investrent holding Hong Kong
Hang Lung Park-In Limited 2 100 - MEER g
Property leasing Hong Kong
ERIRREARLE" 10,000 160 100 NERRAERER gt
Hang Lung Project Management Limited” Project management Hong Kong
ERNEERRR A" 100,000 100 - MEEE ik
Hang Lung Property Management Limited" Property management Hong Kong
EEEREERAR Z 100 100 MERE FH
Hang Lung Peal Estate Agency Limited” Property agencies Hong Keng
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36 TEMB AT

36 Principal Subsidiaries (Continued)

BB BEMEEL walfl
(ET) BRE BzEsE 28 HHEERERY
Issued Held by Held by Place of
27 Share Capital The Group The Company Incorperation
Company {HKS) % % Activity and Operations
Bl (BE)BRLA 2 100 - BRER i
Hang Lung (Shenyang) Limited Investment holding Hong Kong
ER(XZ2)ERL 2 100 - BREA FiE
Hang Lung (Tianjin) Limited Investment holding Hong Kong
BEBE(RBE)ER LA 2 100 100 RERA Hi
HLP {China) Limited investment holding Hong Kang
ERMEREER AR 2 100 100 B % FiE
HLP Treasury Limited Financial services Hong Kong
HLP Treasury Services Limited” 2 100 - el a gE
lvestment holding Hong Kang
Hoi Sang Limited” 2 100 - BREHA i
Invesiment holding Hong Kong
Levington Limited* 8 100 100 i SAEATHG
Financial services British Virgin Islands
BEERAR" 1,000,002 100 - NEER &k
Lockeo Limited* Property development Hong Kong
Magic Modern International Limited” 1 100 100 B &k
Advertising Hong Keng
Mansita Limited® 2 100 - CTIRER FiB
Property leasing Hong Kong
Modalton Limited 2 100 - PEEhi] il
Property leasing Hong Kong
Monafat Limized" 2 100 - MEEDR &k
Property leasing Rong Kong
Oitringham Limiteg™ 20 100 - NEEA gi#
Property leasing Hong Kong
Palex Limited” p) 100 - mERN HiE
Property feasing Hong Kong
Pocaliton Limited 2 100 - MEER i
Praperty leasing Hong Xong
Rago Star Limited ? 100 - HEAT g#
Property leasing Hong Kong
Rioloy Limited 2 100 - WEER #i#
Property leasing Hong Kong
Ronheso Limited" 2 100 - PMEEN F&
Property leasing Hong Kong
LWEBEREGR D" 295026,798 100 - PE2ERE TRARSERE
Shandong Hang Lung Properties Lid® Property development The Pegple’s

Repubic of China
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36 TEME QR @ 36 Principal Subsidiaries (Continued)

oAk mEAGE S REIRE
(#7) EEES BEEAE £B ERROERSE
Issued Held by Held by Place of
| Share Capital The Group The Company Incorperaticn
Company {HKS} % % Activity and Operations
BREZLEARAG 7518221107 100 - MEGE pEARANE
Shenyang Hang Lung Properties Ltd" Property development The Pecple’s
Republic of China
Stacket Limited 2 100 100 mBER gk
Property leasing Hong Kong
Tegraton Limited 2 100 - i Fi#
Property leasing Hong Kong
EBERARALR" 100,000 100 - MEER B
Wai Luen Investmant Company, Limited™ Property leasing Hong Kong
Wililoy Limited" 2 100 - L ik HiE
Property leasing Hong Kong
Yangli Limited* 2 100 - WERT EE
Property leasing Hong Kong
Zatat Limited” 2 100 - WMEER i
Property leasing Hong Kang
gREF REMEES DAEE
(&) BERE EHEENE L3 HHRERRY
Registered Held by Held by Place of
hEARENARMEACER Capital The Gioup The Company Incorporation
Equity Joint Venture in The People’s Republic of China {Uss) % % Activity and Operations
LEEHERERNEERAR 167,004,736 82 - mETRRAN fEARARE
Shanghai Hang Bond Property Property developmenit The Pecple’s
Development Co, Ltd. & leasing Republic of China
TERERNEREAR LA 165,000,000 6.3 - MEBERED REARLHR
Shanghai Kong Hui Property Property development The People’s
Development Co, Ltd. &leasing Republic of China
*ERRENGHERAEE * Not audited by KPMG
PHMAE 1 Registered Capital
CHAEEREHDODERSMEREDR BB * Represents the Group's attributable interest in the commercial partion of the properties held either
AziEs directly or indirectly by the subsidiary
FRAGEESEAHAREZ HFRAESE  The above list gives the principal subsidiaries of the Group which in the opinion of
Apgs TEMBRE - the direciors, principally affect the profit and assets of the Group.
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37 Jointly Controlled Entities

R-BRAE~AZTA At 30 June 2006
ERTRE EWHGEY 2 ,
() BRE EEENE £ ERRELLE
Issued Held by Held by Place of
yAG| Share Capital The Group The Company Incorporation
Company {HKS) % % Activity and Operations
AEPEER AP 5,000,000 368 - AR R &t
Country Link Enterprises Limited Investment holding Hong Kong
HHBRERLT FERRIZE EE
Ease Smart Development Limited Investment halding Hong Kong
[A] B 1 - -
‘A'share
i8] B 1 100 -
'B'share
ERBERARLR- 3 333 - WEBRF &
Star Play Development Limited* Property leasing Hong Kong
FEEELRAHEERARE * Not audited by KPMG
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Ten-year Financial Summary

|
(re(s%éii))
LUBMBERSE in HKS miflion 2006 2005 2004 2003 2002 2001 2000 1999 1998 1997
BEE(MER Total assets (Note 1) 60,366 5309 47226 40800 39458 40546 37912 35414 35501 42400
EENE Investment properties 39,590 36032 30562 27177 24886 25024 23048 211,750 25714 35410
HENE Properties for sale
-CEX - Completed 10,159 10693 7005 - - - - - - -
—# RS - Under development - - 5018 10775 8490 7290 3787 2541 - -
HeRBATE Cash and deposits with banks 5984 3206 1063 1,104 3146 3725 4854 5461 4712 2577
ERFMHE Total liabilities (Note 1) 16,077 11841 15273 14889 12884 12302 9365 8274 4909 3026
BITER Bank loans 8454 4113 9593 7874 6372 8852 5027 5010 221 680
o AR 5 Convertible bonds - - - 3414 3390 - - - - -
BB (BiE1) Shareholders’ equity (Note 1) 43,246 40288 31019 24633 26112 27857 28229 26872 30352 35155
BEFEREIE Net assets {including
BB (BsEY) minority interests) (Note 1) 44,289 41,255 315854 25911 26574 28244 28547 277041 30592 35374
BEm Turnover 3,741 6955 4533 2,143 2383 2523 1846 2245 3587 3686
BRI Net profit attributabtle
(M) to sharehoiders (Note 1} 4403 6813 4516 875 1207 1384 1,218 1896 2653 2490
BE&R Underlying net profit
(M R2) (Notes 18& 2) 1,627 2516 2,065 875 1,207 1,384 1,218 1,896 2,653 2,450
B E Dividends 1,900 1,843 1439 1,156 1% 115 1041 985 1366 1,358
SHEH Per share data
B (FIE) Earnings (Note 1)
—-HEF - Basic 119.2¢  1939¢C 153.2¢ 03¢ 418¢  479¢  421¢  662C  925¢  9TC
~-#H - Diluted 118.2¢  1919¢ 1515¢  303¢C  415¢ - - 6h4¢  910¢  801¢
EEBFRBEETR2) Underlying earnings (Notes 182)
-H% — Basic 441¢  716C  B8S5C 303¢C  418C  479¢C  421C 662¢C G250 91T
-#3 - Diluted 44.0¢  714¢  684¢C  303¢C  415¢ - - 6%4C G100 90IC
kL) Dividends
—rH - Interim 13¢ 13¢ 11¢ 1< 11¢ 11¢ 106 14¢ 17¢ 166
-k H -~ Finai 38¢ 37¢ 33¢ 29¢ 29¢ 29¢ 26¢ 20¢ 31¢ 31¢
-2F - Total for the year 51¢ 50¢ 44¢ 40¢ 40¢ 40¢ 36¢ 34¢ 48¢ 47¢
RERES (184 Shareholders’equity (Notes1&4)  $11.6  $109 594 %85 98 %96 $98 543 G106 4136
EEFEEELEE  Netassets (including minority
RER) (FE1RA) interests) (Notes 1 & 4) $11.9  §112 597 590 92 $98 99 $94  S107  Si36
AER(ME3) Gearing ratio (Note 3) 9% % M4% 0 U% 0 B% 9% 5% B NA L NA
pig=yn i Pay-out ratic 43% 26%  2%%  132% 9%  84%  8a%  S51%  52%  Si%
BAREER Underlying pay-out ratio
(HiEE182) {Notes 1& 2} 116% 70% 64%  132% 96% 34% B6% 51% 52% 51%
EETRE Number of shares issued
| (BE) (in million} 3,732 3683 3300 2889 2889 2801 2891 2864 2853 2888
fiisE - Notes:
. CERRREZBHMEFCEREAMBER ZHKFRSSIEL 1. Figures for 2005 have been restated Gue to the adoption of all applicable HKFRSs
fF  RHEER_FRATHBEEME - - ZFTHER  asexplained in Note 2 to the financial statements of 2006, For year 2004 and before, no
VR 2 FEERES - restaternents are made.
2 BMEHAREEERAMER  CMZERMR - BB 2 Tofacilitate better understanding of the Group's aperational results, the underlying net
EFRELLEHDHGREDEZ 2FERHREHFME  profit, earnings per share and pay-out ratio are presented by excluding the effect of changes
ERIENEE - in fair value of investment properties and their related deferred tax.
3. AMBEABGUEARENFEBLILE - #HBAEETE 3. Gearing ratio represents net debt over equity plus net debt. Net debt represents bank
Booogmkias o TEEBRERMEANAE  BBESEREBIT  loans convertible bonds, floating rate notes and finance lease abligations, less cash and

- RENERRERR S BRRES -
4 BEPBEHOCBRER/ BEFERDBTHRE

depaosits with banks. Equity comprises sharehotders equity and minority interests.

4. Based on shareholders’ equity/net assets divided by number of shares issued on the
balance sheet date.
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isting Information

RZBERENHAZTAH A0 June 2006

3731707670 EREEEE100TZBG

173L7016705hamsofHKSLOOeachHﬁedonTheSmmkExchangeofHongKong

EEBRALBERAT LY Limited
BHR# Stock Code for Share
EERET B Hong Kong Stock Fxchange 0101
BiEH Reuters 0101.HK
LAt Bloomberg 101HK
SFRNRR(KE) Board Lot Size {Share} 1,000
LBRREHES American Depositary Receipt
F-BENUIARS) Sponsored Level-1 (Qver the Counter}
REBRE-BE/ ERAR CUSIP Number/Ticker Symbol 41043M104/HLPPY
BRAAURLzkE ADR: Underlying Share Ratio 15
iy - ;8T Depositary Bank: The Bank of New York
A - hupfwww.adrbny com Website: http//www.adrbny.com
RERFERER Share Registrars
FADRAERRERAE Computershare Hong Kong Investor Services Limited
FREGABA-EAL=R 17th Floor, Hopewaell Centre
BHPLT R 183 Queen's Road East, Hong Kong
Wit - 78628628 Telephone: 2862 8628
41 - 2529 6087 Fax: 2529 6087
RALRERKE Investar Relations Contact
Rin #inue Terry 5. Ng, Executive Director
TER BFEI—STHK Velencia Lee, Assistant Direcior - Corporate finance
B : irghanglung.com Email address: i@hanglung.com
R EH
Share information
#2  Price AR Price
&  BE BREE BE BE RS
High Low Total Trading Volume High Low Total Trading Volume
Er Ax BHke Er Az gl ]
HKS HKS No. of Shares HKS HKS Mo. of Shares
2005 2004
FZF Third quarter 1280 1135 368153260 | E=F Thied quarter 1215 985 509,956,000
EOE  Fourth querter 1250 1080 416227429 | BEWE Fourth quarter 1295 11.25 1,021,388,000
2006 2005
F—%  Firstquarter 1540 1190 4284451 | #E-% First quarter 1210 1095 550,756,000
#£ZF  Second quarter 1665 1285 419138590 | EZFE Second quarter 12060 110 354,705,000

RoBRRERAZTO 2R E%13.907%
R-SBAFAAS+A2HE  EM518.7FT

Share Price as at 30 June 2006: HK$13.90

Market Capitalisation as at 30 June 2006: HK551.87 billion
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R-SREFAAZ+OZHRM : B¥11.457
RORREFSAS+HRZHE  BRANIER

Share Price as at 30 June 2005: HK$11.45

Market Capitalisation as at 30 June 2005: HK$42.17 billion
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Directors

Ronnie C. Chan (Chairmany
5.5. Yin (vice Chairman)*
Nelson W.L. Yuen iManaging Director)
Ronald J. Arculli, Gss, s
HK. Cheng, css, cat, s
Laura LY. Chen*
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Terry 5. Ng

William P.Y. Ko

Estella Y.K. Ng

* Indepencdent Mon-Executive Director

Audit Committee

HK. Cheng, G8s, OBE, JP {Chairman)
Laura LY. Chen

PW. Liu, $8s. /P

Nomination and Remuneration Committee
PW. Liu, 585, (Chairman)

Ronald J. Arculli, gas, J»

HK. Cheng, Gas, O8E s

Laura L.Y. Chen

Authorised Representatives
Terry 5. Ng
Robin SW. Ching

Qualified Accountant
Estella Y.K. Ng

Company Secretary
Robin SW. Ching

Registered Office

28th Floor, Standard Chartered Bank Building
4 Des Voeux Road Central, Hong Kong

Tel: 28790111
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Internet Address
Website: http//www.hanglung.com
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